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(PROCEEDINGS RESUMED PURSUANT TO ADJOURNMENT) 


> 


i MR. GENEST: Mr. Commissioner, 


? | after the adjournment yesterday we had in mind your 
6 | remarks at the close of the hearing with reference 
7 | to estimates of the number of construction workers 
3. involved on the looping project, and by reason of the 


i lack of suitable evening entertainment in Yellowknife, 


10 | Mr. Williams didn't take out his old envelope, he took 


tt | 
+> | 


~1 | out a pad of paper and some of the materials, and has 
| | 


L20 what he considers, with margins of error because of the 
a2 lack of detailed study, would be some estimates that 
14 might beCof use to®the°inquiry,-and I wonder if it 
4 would be useful just to put him on now to give those 
| 
16 |, while the subject is fresh in our minds, it might be 
17 | useful to other counsel, to have that information. 
18 | THE COMMISSIONER: Yes, 
19 | certainly. : 
20] | 


GUY LESLIE WILLIAMS, resumed: 


| 
DIRECT EXAMINATION BY MR. GENEST (CONTINUED) ; | 
| 
| 





Q Mrs “Williams? 
4 | A Mr. Commissioner, before 


£2 discussing manpower requirements for looping, I thought| 
6 Prdeery tO clarify ca possible misunderstanding that 
may have taken place during the construction panel 
testimony. The view graph that Mr. Dau had on the 


screen --and I have a copy here -- depicts the peak 


mAs Manpower requirement in the second construction season 
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of approximately 8,700 workers was for the entire 
system. During the second construction season when 
eiere are a total of nine spreads working, six of 
those are north of 60 degrees north latitude, and 
three are south. SO on a Straight. proportion (basis 
that would put about 5,800 or 6,000 workers in the 
Yukon, a maximum of 6,000 workers in the Yukon or 
Northwest Territories in the peak season. 

Insofar as the Northwest and 
Yukon Territories are concerned, with respect to 
looping of course, the looping as discussed by Mr. 
Horte would take place between the Travaillant Lake 
junction and the 60th Parallel. The distance between 
those two points is about 695 miles. There are 15 
compressor stations at an average spacing of about 
46 miles. If we assume that one-third of the distance 
between stations, or about 15 1/3 miles of pipe would 
be installed in each looping season, as suggested by 
Mr. Horte yesterday, then we could consider two cases. 

Case 1, assume that one 
construction spread of about 800 workers can install 
three looped sections, or 46 miles per season. This 
would be in the Northwest Territories then, a total 
spreag requirement @n any one season of five, and 
approximate peak manpower requirement of 4,000. 

Case 2, we could assume that 
one construction spread of again about 800 workers 
Souldeanstally four looped sections, or 63 miles. This 
would make a total spread requirement of four, with 


a total manpower peak requirement of about 3,200. 
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By” comparison, ‘the construction 
plan as filed in the application in this area, one 
spread is required to install between 75 and 81 miles 
of pipe per season. 

I have quickly checked the 
Station layoutdrawings as filed in the application, ae 
you may recall that the gravel pads at the site are 
of sufficient size to accommodate additional horsepower | 
installation at a later date. This would probably not | 
be in at the time of the looping program, and it appears 


to me, with a quick check, that there is sufficient 


Space on -- there would be sufficient space on the 





existing compressor station pads to house an 800-man 


camp, without hauling in additional borrow material. 
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Without the benefit of a 


detailed study I would guess that this is what would 


| 
\ 
i 


happen in a looping program, the construction camps would, 


be located at the compressor stations similarly as 
they are in the initial program and in the case one 
Situation as cited the camp would have to be moved 
twice in a looping season. In the case three, three 
moves would be required in a looping season and if 
the Mackenzie Highway was not constructed, then a 
snow road would be required along almost all of 

the right-of-way . 


THE COMMISSIONER: Thank 


you Mr. Williams. I suggest, Mr. Williams, stand down 


and wouncarry ion, with Mr. Horte. 
(WITNESS ASIDE) 
MR= GENE SE Yes, sir. 
THE COMMISSIONER: But if -- 
MR. GENEST: He will be 
here -- 
THE COMMISSIONER: igs Me 
Williams is here for the rest of the week then 


counsel might if they wish at some appropriate 


stage to cross-examine him. 


MR. GENEST: He will be here, 


Subiae I detected snickers from the other end of the 


room when Mr. Williams said he wanted to correct a mis- 


understanding, put I do think the record is clear that 


the graphs showing the peak number of people were 
the whole project. 
MR. SCOTT: There weren't 


any snickers intended. I just thought that this was 
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ALLWEST REPORTING L-TD. V.L. Horte | 
BURNABY 2, 8.C. inechvet | 


going to be a comment on the press reports of 


Mr. Brackett's testimony in Washington. I misunderstood 














3 the nature of the evidence that was going to be adduced.| 
2 MR. GENEST: Right. | 
5 THE COMMISSIONER: You cannot | 
6 | win, Mr. Genest. | 
" MR. GENESEY. I know 1 can*t. 
3 | I will keep trying. 
9 | VERNON L. HORTE, resumed. | 
10 DIRECT EXAMINATION BY MR. GENEST (CONTINUED) : | 
11 | Q Mr. Horte, we left 
12 of yesterday on the subject of looping and I would | 
8 like to ask you now, sir, to move on to the topic of 
14 | the reasoning behind the selection of the route in 
151 the Mackenzie Valley. 

f | 
16 | A Yes, sir. Since 1969 | 
as consideration has been given to alternative routes for a | 
13 | pipeline from the north. Evidence has already been 
i given for the route selected through Alaska. When 
20 | consideration was first-given for selecting the 
*| route in Canada, much of that was given to 
ee the route on the west side of the Mackenzie River. 
23 | The reason for this was that the potential for 
“4 discoveries of gas along the west side of the river 
a appeared to be greater than on the east and it was 
act a more direct route. a decision was made to locate 
27 | the route down the east side of the Mackenzie River 
28 | 


however, for several reasons. 


First, gas discoveries in the | 


"| Mackenzie Delta accelerated and disappointing results 
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In Chief 


were obtained on the areas south of the Mackenzie Delta 
on the west side of the Mackenzie River. 

secondly asdecision to locate 
the Mackenzie Highway on the east side of the 
Mackenzie River was made. While the existence of the 
Mackenzie Highway is not essential to the construction 
of our project, it was felt desirable -- it was 
felt desirable to utilize this where possible. 

Thirdly, our studies show 
that a route along the east side would avoid terrain 
difficulties which would have been encountered 
because of many difficult river crossings associated 
withany west side routing. 

Q MieenOrce, Could yOu 
now deal with the question of the socio- economic 
considerations that went into route selection as 
far as Arctic Gas management was concerned? 

A Vespucci nr,» -DUuGIngy the 
first phase of this hearing, considerable cross- 
examination has been addressed to the question of 
what socio-economic input there was into the process 
of route selection. This cannot be discussed in 
specific terms without an understanding of tle 
basic approach of Canadian Arctic Gas to socio-economic 
matcers. 

The first pointthatshould 
be made is that in our view the development of a 
pipeline in the Mackenzie Valley region is of 
substantial more consequence than the specific mile 


by mile routing of the pipeline. The existence of 
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In Chieské 
the pipeline makes possible the associated hydrocarbon 
developments, construction and operating jobs and the 
creation of a more stable economic base. By the 
same token, many of the potentially detrimental effects 


come about because of the existence of the pipeline. 
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The second point relates to 


the sequence of planning and decision-making. Because 


| 

| 

considerations were paramount in route selection, design 
} 


| 


apd, construction, planning . The extent to which there |} 


of the above fact, engineering and environmental 


are socio-economic benefits and a minimization of 
detrimental effects, is very much dependent on the 
efficient construction, with a minimum of ety conren ean 
disruption, of an economically viable pipeline system 
that can be operated in a safe and efficient manner. 


The fact is that engineering and environmental consider 





ations are closely inter-related and can for the most 
part be reduced to hard (in the sense of quantifiable) 
technical inputs to decision-making. Socio-economic 
considerations, on the other hand, are of necessity 
more difficult to deal with because they deal with 
human perceptives and subjective value judgments. 

In particular, they are heavily weighted by attitudes, | 
which are in a constant state of flux and change. 
Further, many of the socio-economic considerations with, 
respect to the maximization of benefits or the minimizar 
tion of detrimental effects, are best dealt with eeEeee 
the formulation of @~propriate company policies -- a 
subject that will form a part of the testimony we 
will be presenting in Phase 4. 


Therefore, it is our judgment 


that the engineering and environmental considerations | 


| 





had. to take paramount position in the basic route 
selection, design and construction planning activities... 


Once the plans were drawn, they were subjected to 
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V cg HOrte 
In Chief 
BOCIO-ecconomre Scrutiny witn the object of identifying : 
the potential socio-economic consequences of the 
VOCALLOIN O11 PLpeltine Facilities and Of giving us the 
Opportunity of assessing whether there were adverse 
effects which could be avoided. 
With what I have just said as 
background, let me deal with some specifics relevant 
to the question of routing. 
Notwithstanding the statement 
made above about the existence of a pipeline as 
Opposea to its Specific routing, we did take socio— 


Sconomre Considerations Into account in routing near 





communities and in the location of above-ground 
facitities for both COnStruction and operations: 

After considering the input 
of our socio-economic consultants, we came to the 
conclusion that there was a judgmental trade-off 
involved in location decisions related to communities. 
On the one hand, locating facilities and activities 
at a great distance from communities minimizes the chance 
of adverse disruption or impacts on those communities. 


On the other hand, the greater the distance the facili- 





ties and activities are from any given community, the 
lesser the chance for beneficial effects in the form 

of employment, infrastructure improvements, etc. 

Having regard to these trade-offs it was our judgment. | 
that we should locate facilities and paneer etton 
activities at a reasonable distance from the communities 
where practical. 


As has been indicated in 
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In Chief 


previous testimony, our socio-economic consultants did 
investigate the location and extent of trap lines, 
traditional hunting and fishing areas. It was clear 
that to avoid all such areas would be an impossibility. 
Therefore, it was the applicant's judgment that effi- 
cient construction of a pipeline with a minimum of 
environmental disruption was the most practical way of 
minimizing interference with these traditional pursuits 

Our socio-economic consultants 
were asked to comment on the proposed Fort Simpson 


route change. The judgment of those consultants was 


that the route change would have little bearing in 


terms of the socio-economic impact on Fort Simpson. 


i 





The judgment of our engineers was that the route change, 
also marginally improved the economics of bringing gas 
tOsFortsSsimpson. 


0) Mr. Horte, could we then 


! 


deal with the question of the interaction of specialists, 


| 
consultants and the management of Arctic Gas in connec- 


tion with the planning and design of this pipeline 
project? 


A Yes six. 





Following the merger of the 


Northwest project and Gas Arctic systems in 1972, an 


| 
organization was assembled in Arctic Gas to manage the 
orderly development of research and study programs to 

| 
determine the feasibility of constructing a pipeline 
from the Mackenzie Delta and Prudhoe Bay producing | 


areas. This merger has led, as well, to the formation 


| 
of Northern Engineering Services which then served as 
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the principal consultant to Arctic Gas with particular 
reference to such matters as: Location, design, geo- 
technical, construction, and environmental aspects of 
the project. Northern Engineering Services in turn 
retained various sub-consultants such as: 

Dr. Mollard on terrain analysis; 


Mr. Holmberg on metallurgical aspects; 





Doctors Morgenstern and Cooper in geotechnical 


and hydrological areas; 
CoN. 2Cre. Pinaddogidstics; 
iwGeabe On, birds: 


Aquatic Environments on fish; and 





Renewable Resources on mammals. 
These consultants, together with many others, including 
Alaskanpeonsultants),lassistedtneEe.S7 in@carrying out 
its assignment. This work was done in liaison with 
the staff of Arctic Gas, based primarily in Calgary 
and Anchorage under the overall supervision and direc- 
tion of Arctic Gas management. 

To illustrate, environmental 
work was directed in the following way: 


(a) Proposals for programs were advanced by the 





consultants, examined by N.E.S. and submitted to 


CAGSL. 


(b) In addition, Arctic Gas in many cases initiated 


requests for proposals for specific studies. 
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(C.) The director of environmental 


| 
i 


studies at Arctic Gas’ (Mr. Alex Hemstock), his staff | 
and the environmental sub-committee, reviewed proposals and 
recommended their approval to management. In reaching 
their decisions on various programmes and studies, 
Canadian Arctic Gas and Northern Engineering Services 
alsoridvad= Vahe chelp sof nDras Frank ‘Banfield ,’an 
eminent wildlife biologist and environmentalist and | 
the members of the Environmental Protection Board, whose 
activities) were: funded’ by the? Project. | 
(D.) The findings of our 
environmental advisors were communicated on an 
ongoing basis to our deSign engineers. 
invaddition, reports ‘of environ- 
mental research were then submitted to the : 
environmentalists, by the environmentalists to an 
editorial committee for review as to technical 
content and scientific method and in due course were: 
published as part of the Arctic Gas biological report 
series. 


The work of NES and 





its consultants in those disciplines for which it had 


responsibilities was, generally speaking, handled in 





a Similar manner, involving liaison with the Arctic Gas 
technical staff, sponsor sub-committees in each major area 


and the overall direction of management. 


| 
i} 


There were, of course, Many areas 


that wre not assigned to NES and these have been 


handled either directly by Arctic Gas or through 
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BURNABY 2, B.c. Vei.. Honte 
IN Chief . 
7 (a) gas supply, reserves | 


ine) 


and deliverability, which were dealt with by several 


3} consultants to Arctic Gas; 

| 

i} | 
i | 


4 |i {b) Operations and maintenance | 





5) which was handled internally by Arctic Gas; 





6 | (c) The Northern Training , 


7 Programme which is managed by Arctic Gas with placement 














| of trainees being made with companies such as 

| | 

9 | Alberta Gas Trunkilines Limited, TransCanada Pipelines 

10 | Limited, Gulf Oil, Shell Oil and Imperial. 

oan (d) regional socio-economic 

12) impact which has been analyzed by several consultants 

13 | to Arctic Gas, with Arctic Gas having co-ordinated the 

14 | various studies, analyzed results and used them to develop 

15 | appropriate programmes and policies. : 

16 | From the outset, Arctic Gas manage- 

17 | ment has made a substantial effort to ensure that 

18 environmental and socio-economic considerations | 

19 have been adequately studied and to incorporate the 

20 | findings of such Studies in) theyplanning of); the 

211 project. | 
i 

op | MR. GENEST: Can we deal | 

23 then more specifically, Mr. HOrte, with the construction 

24 | and engineering consultants and their role as you 

25 see it in this project? 

26 | A Yes, this has really 

27 | to deal with the major consultants in the project and | 

23 | in this connection Northern Engineering Services Limited | 

25 | has been the prime consultant to Arctic Gas in carrying | 

30 | out the environmental work, the engineering design and | 

| 
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construction plan proposed to the regulatory authorities 
by Arctic Gas. This has all been done under the 

airece superviston, oL the Arctic Gasastafr.~ MOre 
recently we have retained the services of Northcan 
Engineering and Management limited for the purpose of 
doing the detailed work required to implement the 
construction plan which I will now more fully 


describe. 


PT snoulo™state at cne: Outset 
that Northcan is in the very preliminary stages 
Of this work. iI should also state that 1n most projects 


the detailed work being done by Northcan now would 


not be done until approvals for the project had 

been obtained. Having regard to this project, however, 
it was deciced that if this work were not done at 

this time, during the approval process the result 
would be significant delays in the ultimate completion 
of the project. This work involves further detailed 
assessment of such items as the following: 

1) The labour requirements 
for the project, the availability “of the skills and 
other personnel required, what additional traning 
programmes if any may be required to obtain the | 
necessary personnel, and the necessary labour Seas ai 
that willhave to be entered into and in those agreements | 
the steps that will have to be taken to make sure 
that due regard 2s had in those labour agreements 
to the use of northerns and particularly the Native 


people of the NOrth. 


2) Assessment of the 
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In Chief 


avallabidity of equapment <and. the best. method,.of 
obtaining this. Such questions as whether this 
equipment should be ohtained directly by the 
contractors or whether it should be ohtained by 
Arctic. Gas, the timing for. the placing 

of these orders and the expedition of this equipment 
to the job sites. 

o)) thesavallabala ty.on 
contractors and recommendations as to the form of 
contracts that should be entered into in order to 
assure that, complete. control by Anctic iGas,-— in, ordéex 
to assure complete control by Arctic Gas, expeditious 
construction of the project and at the lowest feasible 
cost having regard to all the circumstances. 

4) The further detailed 
logistical planning of the project so as to assure 
the €fficient movement of all materials to the job 
site with the least possible disruption and in the 


most efficient manner. 
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lene Chater: 


1} Dee The control mechanisms in connection with all of 


the above so that on a systems basis the management 
ee OPAC tie miGasw willy aiad ll ime Ss Curing. COnStruction 
4 |! have available to it the status of the project, the 


alternatives available in the event that there are 


6 | problems in any particular area, the cost control | 
a aspects, etc., all of which will involve a very 

g | fine-tuned system control mechanism for providing 
9 | this information, so essential to overall control of | 
10 the project. I think when one considers the size of 
| the project, the area through which it will be construc 


% || ted, and the logistics involved, it can be readily 











13 seen that this detailed planning now being undertakan 
14} by Northcan under our supervision is absolutely essen-_ 
15 | Coaly | 
16 | Tt is also essential that pro- 
17 | cedures be set up to assure that the environmental and. 
13 | sociological parameters involved in the construction | 
ee are adhered iC and that the pipeline as constructed | 
20 | meets all the design criteria. In other words, it is 
i! | 
211 essential in controlling the project to make sure | 
52 | that what is constructed is what has been designed | 
234 and that any on-the-spot changes in design not be | 
aa Garriedsout by those constructing the project, but | 
25 | only changed by the design engineers charged with the | 
26 } responsibility of assuring that the pipeline will 
27 | be a safe and efficient operating pipeline system. 
29 | The role of overseeing con- | 
29 || struction or managing the construction aspect of the 


| ; | 
30 | project itself is a role which fundamentally means | 
| 
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In Chief 
supervising and controlling the actual contractors who 
are employed to construct the facilities so as to 
assure that the construction techniques and the pro- 
gress of construction is carried out as planned. 
This role, of course, will obviously involve the 
1l6qgisStvcalPsupporteterr such lconstrictionvte “make Sure 
that men, equipment and materials are available at the 
jobsite to avoid any costly slowdown which might 
otherwise take place. 

Differences between those 
charged with the responsibility for design and those 
charged with the responsibility for construction will 
be resolved by Arctic Gas management. In other words, 
we will supervise every aspect of the operation. 

The purpose in retaining com- 
panies such as N.E.S. for engineering design and 
companies such as Northcan for construction management 
is simply one of using people with these skills in 
these areas from outside organizations rather than 
hiring the very large staff that would be required if 
Arctic Gas were to undertake within its own organiza- 
tion these same functions. In addition, these two 
organizations can draw on a Skilled pool of several 
thousand people employed by their participant members. 

Northern Engineering Services 


has an arrangement to stay with the project for the 





purpose of assuring uS aproper engineering and environ- 


mental design, a proper inspection during construction 
to assure that design parameters are met and the 


ultimate commissioning of those facilities for 
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operating purposes. 

Q Now, Mr. Horte, that 
pretty well concludes my cross-examination -- that 
is a misnomer. I wanted to ask, though, a question 
in relation to the cross-delta route alternative. 
The Commissioner enquired some days ago what was the 
Status of that alternative in the decision-making 
process and perhaps you could tell us a few words 
about ‘that: 

A Well, the status of 
Phata rise and Lothink. my. unders tanding,us) that at's 
been testified to some extent, at this point from 
a Management standpoint we are satisfied that from 
an engineering design, construction and operational 
standpoint we think it is a sound route, that is the 
cross-delta route. With respect to the environmental 
aspects of that possible routing, while we think it 
May not have any large adverse impacts or impacts 
worse than or different than the prime route, we are 
really not in a position to make a full assessment 
of that, and additional work is being carried out 
this summer. We believe that by the end of this 
summer with the work being undertaken this summer in 
that area we will have a good handle on the environ- 
mental impacts for that routing, and we'll be submitt- 
ing that evidence to you, sir. 

MR. GENEST: That concludes 
my examination in chief, Mr. Commissioner. 


THE COMMISSIONER: Thank you. 
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Vii Horte 
Cross-Exam by Gibbs 


1 MR: GDBES #itne logistics will 


take a few minutes. 














4 CROSS-EXAMINATION BY MR. GIBBS: 

S| Q Good morning; Muy; Horte. 
6 A Good morning, Mr. Gibbs. 

my Q Can we start, sir, with the 

3 | company's structure that you began your evidence with. | 
3] A Vecuusir. | 
“as Q There are really four | 
il organizations to’ consider, are there not?) «There as | 
ei Canadian” Arctic Gas Study“iimited ,AlaskantArctielGas 
13) Study, Canadian Arctic Gas Pipelines Limited, and 

14 | Alaskan Arctic Gas Company. 
= A Yes sir. 

16 Q And Canadian Arctic 

1? | Gas Study is the study group for the Canadian portion, 
18 | and Alaskan Arctic Gas Study Usisthesstudyeqroup, ijkor | 
19 | the Alaskan portion. | 
- A Yési@ (Onleesmall point, 

| 
21) Mr. Gibbs. The Northwest project, Gas Arctic Study 
2 | Group 1s Ehegroup that =—- it \eeurderythatestudyngroup 
| 

ea that studies in both Alaska and Canada are being 
af carried out. Those studies are being undertaken by 
2 a company called Canadian Arctic Gas Study Limited, 
26 | and a company called Alaska Arctic Gas Study Limited.or 
si Alaska Arctic Gas Study. 
an QO Mr. Horte, you are an 


it | officer of each of those four organizations, are you 


. note 
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Cross-Exam by Gibbs 


A Yes isixr 

Q And Mrz, Brackett is 
also an officer of each of those four organizations. 

A Dathink tehatcrsedorrect. 

Q Well, you know whether 
LiuLSs (COrrect or not, dont you? 

A Well, .°am just trying 
COVvthink#or the four, that's ally I believe that's 
COGT ECE Assi. 

Q And with respect to the 
Study groups, are the same sponsor companies sponsors 
of the Canadian Study Group as of the Alaskan Study 
Group? 


A Yess sir. 


Q And those sponsor compan- | 


ies are members of the study Groups butinot- of the 


Pipeline Company. 


A Theat is correct although 


they, at this stage, they control the activities o the 
extent there are activities, of the respective 
Pipeline companies through a nominee agreement. 

Q Currently those sponsor 
companies are 18 in number, as listed on page 5 of 
your prepared evidence. 

A Theatyisncorrect. 

Q SL iwhem, “pitone’ uses. “the 
sense of control and direction, only five are Canadian 
companies. 


A Let me just check that, 


Sis: Tatw.s (sits. 
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Wolies HOLELE 
Cross-Exam by Gibbs 


Q Wel lent" si i TransCanada 
Pipelines Limited. 

A Lest 

Q Canada Development 
Corporation. 

A Well, there's Alberta 
Natural Gas. 

Q i’ mcomingrbiack to’ that 


one. Canada Development Corporation. 


A ¥ esc 

Q Consumers Gas Company. 

A Yes. 

@) Union Gas Company. 

A ves. 

Q Northern & Central Gas 
Corporation Limited. 

A Yes’ 

Q And is it your evidence 


that Alberta Natural Gas Limited is a Canadian company 
in the sense of control and direction? 

A My understanding is that | 
it's 55% -- the ownership of the company is 55% 
Canadian’ and. 45% owned by I think it's either P.G.T. 
or Pacific’ Gass Bliectuie: 

Q Yes, and you know that 
the direction of Alberta Natural Gas Company Limited 
flows from/either Pacific Gass Electric. ini San: Fran- 


cisco, or Pacific Gas Transmission in San Fransico? 








. Steno levsd -bansd” ra 
i, 


x pieaiiantitel 






















4 B4redlA z'« rsht: List A 


“= 


4grit of Sosd ecEmhoo mle ge ( 
.AOdDBISGROD. IasdiacLeved 655068). .3n0 
eel A 


sVoeona) eBe Bwtanireaned o 


| ell 4, . a 5 


: > sen dole’ 2) 
eos A 
; » Te , uns Vi 2 i 7 
of oe 
; : = 
hes in noisaeaeeeae 
- ie 
~ ‘\ 
gorebive wwoy dt Bf Dna 


YASnos el ris @-2: Beta Saey latooen At roe 
ro 
froksansith Bs lopondo to »snoe os 
- 


} sariz ef pf 1efazebay vy & 


| sc virsomos omg ey Loe Tenwo efi -—- 


> 


T.0.4 sedtio e' 4c AdbaR 2 Qa hwkwo #2) Gee vetbam 

iasyela 4 30D ost 
| Bedd woul gogebne ,eek age 

bed 101 ae Yas ginal ast ‘7 spiodls vr mois 
| ABT ke nk obxtpe lt 480 0 oititoss eats 








= 
rien . 
as 


- | { # 





5596 


EST REPORTING LTD, V.L. Horte 


UG Cross-Exam by Gibbs 


A Well; ecentarnly athey 
are ar big "pare “CEVre. There is another 55% that 
is represented by Canadian stockholders. 

Q Now, sir, the broad policy 
decisions flow from the Management Committee which 
has one member from each sponsor company, is that 
COrrecur 

A Thateisecornect. 

Q And you have told us 


on pages 4 and 5 of your prepared evidence that 


voting is by groups with a two-thirds majority 
vote in the affirmative required from each group. 

A Yes? 

Q And then you say on 
page 5 .that this means that no one group dominates 
the Management Committee. 

A phatase correct. 

Q Butethat’ isn ®*toreally 
Soyeasvit, MrePhOrce, becausetthat! kind of - voting 
means that one group can dominate by way of veto of 
any affirmative proposal. 

A Well, it also means the | 
converse of that no one group can proceed or go ahead 


with a specific concept that they may have without the 





approval of the other groups. 
Q vess isi but Wet! s come | 

back to the veto power and for example, looking at 

your list on page S any one ofvany group of three of 

those producers, all of whom are foreign corporations 


can veto any affirmative proposal in Management Committee, 


7 



























oyatte Ylatessss 
i teds feo wedterse 2h oe, Jt to sen 
v 21ablarissode xscbsasd yd neihnaee qs 
n : = 
Yoileoq beuzd odt . rte RO: oO : 
ddidw oott+iomoeS GRemapens! ods mort wollte 


soit ei .ynBqitioe! Banoge doso so1t tadhion 


; 3 IYGy) <1 ptlT f f 
I 2U a pect. tf iyftvs 
3edd aedachive’ beteages* / to @ bas & BapSq aC 4” 


> 
VILLOC HM STL Ow / aguowp yd el pattov— ja 


; -apoze seo mo.) Bsxrwpos': {nim 72s ott et etov 


de 7 : . g _ 
‘i4 Th ; 7 | a 


astenimob quot © On 2h Bom @lAs Dead. ¢ epaq ia ot 


=P 
) trontepstist oa3 : 

ied 

s2uStiID eL a . 
{ Pani jens gull © 

: “a = 

paliov EEN short Lint { ,witOh .2éM Qo Br lose 
a - yo 7 
10 0 «6Osev Ro Yew vdved st imMor 2 yuoIp smo send enson = © 


ezogoig ovitemti Syne | £ a 


- - = - : 
Sft ‘ans cafe. de . (15H A i ee 
oO ¥ 


- 


beers on 10 besoctqg dem quay aio on tedt to ‘ee FeVNOD 





eft tuoditiw oved vam yenit Pens Iqeonn oitioeqe 5 Hti r 
<aguotp xenso adv 20: votaqs 
awe t 
. | emon e'sal sud ~tLe ~tey? 9 
t 7 : Pre 
ts prizool ,eioqmsxe 2162 bie aswoq ovev = 
30 seudt Zo quoup yos Jo ane ye & epae <a 
| ae a - rw 
anafssiegios apte102 ous motw to fle ,exsowhout 
 sastinnc) tdenmepsaeM of Isaogotq ev lisnraitia yas 


| ie 
7 ‘ae Tits - 





30 || comes from the sponsor companies. Is that correct? 


ALLWEST REPORTING LTO. 5597 
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Cross-Exam by Gibbs 


A That 2S, correct. andthe 





2| Canadian non-producer group could veto any proposal 


3 that they disagreed with made by the group you just 








4 referred to. 
| Q Andes youwands I ,cisixre | 
6 are aware of occasions where that producer group has 

7 | done exactly that, are we not? 

8 | A There have been occasions 
9. where that has happened, at a particular Management | 
10 | Committee meeting and I am sure you are referring to 

LL} meetings that took place during the period that Alberta 


| 
| 
| 
| 








le] Gas Trunk Line was elmember of that Management Committee 

13 | meeting, but I can say without any hesitation that in 

1 the final analysis all of those, where there were | 
i\ | 

15 | differences we have been able very effectively 

16 | to handle those differences and come up with what 

17 | we think, and everybody agrees, is a very sound | 

18 | plan. You are bound to always get differences in 

19 | eagroup of;thismsaze;ebut dethink itois rather 

20 | remarkable, frankly, that we have been able to | 

21) resolve these differences. | 

22 Q And in the one incident that 

231 I spoke of the resolution only came because of | 

24 | withdrawals of some of the parties from the Management 





you are referring to. 


25 i Committee, from the Consortium. | 
| | 

26 | A I do not know what 
| | 
27 | 
| | 


28 | Q Miieezght, sir. 


<7 | Now), Sfanancing.,. Mrsy:Horte; 
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1 A The financing of the 
2 | study? Studies? 
3 | Q VES, esir. 
4 | A Yes, they put up 
5 | equally the funds required for the studies, these 
6 hearings, etc., that are taking place. 
a Q Everything that -- 
8 A Everything that has been 
>| done to date. 
| 
10 | Q What the-study group does 
11] and the pipeline company does is financed by the 
12) sponsor companies? . 
13 A Yes, Sir. 
oe Q And each up to this 
15 | date have put up about $3 million? 
AG | A That would be 
i approximately right, yes, sir. 
18 Q and that includes those 
19 | who are still sponsors as well as those who have 
: 20 | dropped out? 
21] A Yes. 
22 Well -- not all of those who 
23 | have droppec out put up that much money because it 
24 | is dependent upon what time period that they actualy 
25 dropped out. They just picked up their share of the 
26 | costs at the point that they dropped out and the 
27 | Bieitasecie Coneimuingvand the remaining companies continue 
28 fO pick, Up. a, new, Share! (of the ‘costs’. 
7 nn Ep. My, Commissioner, 
30 | 


is there any chance that Mr. HOrte's microphone could 
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1| be turned up just a touch. | 
2| A LE Hey shat (e\t CN Bp dh wgentelen Pes Ba on A = | 
=| closer. | 
4) MR. SCOUTS) Thank, you.. | 
5 MR. GIBBS: | 

| 
6 | Q And the money advanced | 


7 by the sponsor companies. for financing goes initially | 


g' to the study group, does it not? 








9 | A Less 

Lo Q And so in effect Canadian 
Lj Arctic Gas Pipeline Limited or Canadian Arctic Gas 

12 | Study Limited are really dispersing agents of that money 


13 on hehalf of the sponsor companies? 
A Well, that is one of | 
1s | the functions we carry out in addition to carrying 
16 | out all the studies themselves, we are responsible 

ft for the studies and the payment to parties who have 

1g | undertaken the work in connection with those 
#9) Studies. Certainly we do the accounting. 

20 || Q yes, the point that I 


aaa am. tryuy ino cto. .make, =-— 


22) || Poe Souls am eno tcc wile t 
i 
23 | your point is. 
24) Q That Canadian Arctic | 
25 | Gas Pipeline or Canadian Arctic Gas Study Limited 
26 | has no earned income. All of its revenue comes 





cop, through chose) —— 


28 | A thateeus - Correct . | 
| Q And the basis of the | 

! 
30 | Consortium membership or the study group membership, sir, 
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Cross-Exam by Gibbs 


is that each member puts up his proportionate share 
of the costs which dependent on numbers about 

4¢ "or "5% *"and "gets full right”to all the information 
and data generated through the expenditure of all 
of the funds. 

A He gets full right to 
all information obtained during the course of his 
belonging to the study group, yes. 

Q To make use of as he 
sees fit. 

A Obviously ;Sr2fthe has 


theerignt' to @esi*quess he can use it as he sees 


Pate 


Q And that applies to 
those who have dropped out of the study group as 


well as those who are still members? 


A I think that follows. 
QO Yes. 
A Anditso ve also: follows 


that all of the information deve loped|to the date 
of withdrawal, including, for example, all of the 
environmental, sociological and geotechnical evidence 
and data which has been presented to this hearing 
and will be presented at other hearings is available 
to be used by any member of the study group? 

A Not all of it, sir, 
that information that was available during the time 
that participant was involved in the project. In- 


formation subsequently developed -- or research 


subsequently done is something that is not available 
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to them other than availablity through public hearings. 
I guess anything that is on the record in a public 
hearing is available to anyone. 

Q And, "ia yehe- scase: -of -the 
Alberta Gas Trunk Line Company Linited, everything that 
was generated up until Septemberlé, 1974, is as 
equally their property as the property of any 
other sponsor company? 

A Yes. sir. 

MR. GENEST: Mr. Commissoner, 
is my friend trying to build up a defense for a breach 
of *epy night aesult ? 

Mera GIBBS Nowsi rie (Although 
we were threatened with that nothing seems to have 


happened. 
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MR. GENEST: I don't know 


where this is leading us. 


MR. GIBBS: I was following 


up, sin, the, background of theseorporate setup that 


Mr. Horte has talked about at some length. 


Q 


Now Mr. Horte, of those 


sponsor companies listed on page 5, or of any of the | 


sponsor companies, they have a right, each has a 


right to withdraw at any time. 


A 

Q 
just last week. 

A 
before, yes. 

Q 
Utilities Limited -- 

A 

QO 
and, Sunoco? A 

Q 


Limited being the company which distributes natural 


| 


ThatGerssconrect: 


And in fact, twotwithdrew 


| 


Last week or the week 
Those being Canadian 


Yes. 
-- and Numac Oil & Gas 
Yes. 


Canadian Utilities 


gas to Calgary and Edmonton and smaller communities | 


in Alberta. 


A 


Yes, they are the | 


companies that perform that service in Calgary and 


Edmonton. 


Q 


Now, Sir, on page 6 


of your prepared evidence, you say at the beginning of 


the full paragraph starting in the middle of the page: 


"The members of the consortium have an influence 
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in the decision-making process of the study 


group in another way," 


i 


3} and then you refer to the various committees. 

4 | A Yes. 

S| (@) Does each member of the 
6. does each sponsor company have a member on each 

q committee? 

e | A I would have to check 

9 | that. I don't think on every committee. Let's put it 
10. this way, each member has the right to put a member 
11 | on each one of those committees. I would have to 

1? | Cheecre thie abut Ledonst think in every, instance, that 
Le every company has a member on each committee or sub- 
14 committee. ney tCexrtainivyehavestherright.tordo so 
15 | or to send somebody to participate in those committee 


16 | meetings. 


7} Q Nowe cic, etRere: are 

18 | other ways in which the members of the consortium 

19 | influence the decision-making process, are there not? 
20 | I suggest two to you: (1) is by way of equity owner- 
21] ship which will be developed in the pipeline company. 
22 || A LeUMmenot .sires ho hollow 


your question. 





oat O Well, clearly the 

25 | equity ownership, whatever that becomes, will lead to 
an the influence of those who hold the largest equity 

27 | ownexship. 

23 | A Yes. 

25 | Q And the second one is 


through membership of some of your sponsor companies 
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V.L. Horte 

Cross-Exam by Gibbs | 
in other groups connected with the pipeline project. 

MRZ GENEST@* Ii donvtsgollow 
that question, Mr. Commissioner. 

A DPdony tr eLener. 

MR. GIBBS: Does the witness 
LoLlow i? 

A N@4"T6 don't . 

Q Mr. Horte,has there been 
any Management Committee decision yet on how the 
equity" in “your project’ wi1d be: “di vilded? 

A I guess the big trick 


in the group is not who wants what part of it, but 





how much can be obtained from the various sponsor 
companies, and on the Canadian end of the equity owner- 
ship, as we stated from the beginning, we are certainly 
hopeful that the Canadian ownership of the project 
will exceed 503. What the breakdown of the ownership 
which 
on the U.S. or the remaining ownership,presumably/will 
come from the U.s. Or other sources)* whet bese. dont 


know; but it will obviously be coming, I would think, 


from those companies at least partially that have a 


} 
| 





vital interest in the project and have acquired gas | 
supplies, or those that will be shipping gas, if you like, 


| 
through the project. | 
Q Buel, Wisir » dasiany 
management decision yet been made on the allocation of | 
equity? 
A No” stir, 


QO As I understand it from 


Mr. Brackett's evidence before the Federal Power 










a 3 












| adler i . 7 
ae. rt hh 
gider nes aquoTD 


. PF 


7 


a 
stoeeesy onklage 








 wotfot 2 °aob 




















esr 


fete overt ant soncR! aa D . 
| (4 wort no Soy TOREBSS! eSt+imnc teemopsaBM Yue 


} . - f 
| ne: . = 
| etivth Bf Ebbw sootoigq ~woy ak yatspe =f 
| | ia | 
to f . eiJ seas Dey A 
' : a.) 
| jud ,2f %o ¢¢8y Gsameedinay « . quote eft or 
} 7 
i] 


rey aca mane ‘beass! ¢ ose doom wod 
: a 
-terwo votives wt To Die WiBabereS 2 © bas /8@LAsqMOD ~ 
- 
ae ei ow ,pagitripsd sit nico , SW Bh , give ; 
' a " n > 
te 4 i . " 
: | efid To. gltexsiiwo gas > odd cee Eutegqor a 
| i rd 
1. wOMe rot s@odedw . s0e@ Besoxe Iiiw it 


mo 


_ 
7 i. 


iier\v[dsnw2eig, @htelisnvo PREALEMex sit 10 .a.0 ett 
os 7 : = 7 
} ? , ,ed ELIA. ~eesiree teHtO to .€,.U0' eft moz ‘9MOD 
Not rs roy ithias ed YEspolivdo [itw 2! tom 4 
at 6s sved sends ol eke Pease Ye eoireeqnos 


bevrcpos svat bas soeforq eft ot teotetat fea 





4 aati wor ti ese prigaitia ea itiw S603 ecods 10  seilg 
, 7 ; -$oetorq sit day 
X SB @bmh ,iILe tere E ‘@ ; : - - 
- v's 
ét4snealia #fd no Spm nagd sey noLetoab —e tein 
é : 7 . ’ 7 
i 
a. a e a 
. S40. ew, A 
43 Dreastazshrw Pb 8A: ve as 
- 


tow Inrebot cits sei saber a a2 


Sal 


ate of 





5s line of duties that he previously had while he was 


AEEWEST REPORTING L-TD:. 5605 


BURNABY 2, B.C. 
Velie HOLrce 
Cross-Exam by Gibbs 


| 
* Commission, one of the methods that has been discussed 
| 


[a] 


is to allocate equity on the basis of Cnroughput.. 








3 | A I think there are all 
4 SOT ts Gh "concepts sor ideas. 
5 MR. GENEST: Excuse me, Mr. 
6 | Horte. Mr. Chairman, if Mr. Gibbs is going to put to | 
7| the witness testimony in other places, it seems to me | 
3 he ought to quote it and give us the reference. 
9 | I don't think that he should -- or the witness should : 
10) have to answer his interpretation of what a witness | 
11] has said. I think the statement should be put, in my | 
12 | submission. | 
13 | MR. GIBBS: All right, sir. 
14 Q Ve lume “5” ot “the 
15 | Official Stenographer's Report before the Federal 
16 | Power Commission, pages 829 to 830, 829 and 830. 
17 | A Have you got a copy of | 
is| = that? 
19 | THE COMMISSIONER: Just -- Mr. 
20 | Brackett, I know who Mr. Brackett is but what is his | 
<3) official position now with Canadian Arctic Gas Pipeline] 
22 | FOr imstance, or does-he’ havea position with them? | 
23 | : A Yes, he still holds the 
24 | position of vice-president of corporate affairs 
- which was his original position with Canadian Arctic] 
ao Gas. He has, however, also taken on the een Pe an | 
\| 
27 | ship of the Alaska Arctic Gas Company. He is now 
23 located in Washington, and really his duties with res- 


a pect to Canadian Arctic Gas are not the same direct 
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1 located in Canada; but certainly he attends all our 

2 | Management Committee meetings, etc., and has a great 

3 | deal Givinputeinto the Canadian Aretic:Gas,aspects, 

4) we're always, sir, in a project like this you have to 

5 | look at the situation both in Canada and the U.S. 

6 | because it is an international project. But he doesn't 
7 | have the same direct line of responsibility in the 

3 | Canadian Arctic Gas project that he previously had. 

9 | Q Well, when he gave 

+o] evidence before the Federal Power Commission he was | 
11] speaking, as an official,of Canadian Arctic Gas Pipeline 
12 | Limited, as well as an official of Alaskan Arctic | 
13 Gas? | 
14) A He could well have been, 
15 | oH ake | 
16 | Me GENESGT: To think the situa 
17 | (2On sasiivmlomiaat the applicant there is Alaskan | 
18) Arctic: Gas bus, tor all practical purposes I think | 
9} Lt 1Ss- Wheat. Mc. Brackett said is a 
20 | statement that we can't separate ourselves from as 
21 | Canadian Arctic Gas. 
22 | A Right. | 
23 | MR. GIBBS: I think perhaps a | 
ai more sensihkle sequence begins on page 827 of the | 
25 | Eranscri pt, sir. Mr. Brackett is being a ee 
26 | DyeMresCcOnnOLlLy of counsel for El Paso-Alaskan Gas, | 
27 | and he says to Mr. Brackett: 

2g/ | "Would you expect North Slope producers to take 


any equity position in the two Arctic Gas 


aaa Companies?" | 
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1| Answer: 

2 | "I really have no expectation about that at 

3 | this regard Alen US pOlnt in time." 

4 | "Well, has there been any discussion with any 

5 of the producers who were members of your | 
6} consortium that they would take an equity 

7 | position?" 

8 "Nes ioixt" 

7 "What statements did they make as to whether 

10 | Or not they would?" | 
11} "I believe the gist of the statements that | 





TACanereecall are ’that they prefer to be in the 


We producing business rather than in the pipeline 


14 | business." 
15) "So that you do not now have a present 
LG | expectation that the producers would acquire 
| any equity?" 
18 | "I do not have an expectation that they will 
| | 
19 | opgchaththey kwon" ts 
20 | "But you don't have a present expectation that 





i : : : 

} they wiih: Your latest#intelligence bis ‘that 
| they do not want to, is that a fair summary 
eae of your testimony?" 

~4 Then, sir, there's a dispute between counsel, which is 
quite “frequent ion this “transcript. \And the questioning} 
Die. «th | 
a> | goes on: | 


e7 | "By North Slope producers?" 


[oa 


Answer: 
oe | "ihe ones: that) ip discussed it with, I think, 


si have expressed an indication they would 
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prefer not to." 
"And who would they be?" 
"I believe Exxon and SOHIO." 
"DO you expect any of the companies who are 
partners in the northern border project to 
purchase any equity?" 
"Wes Sirs” 
"How much equity do you expect that they will 
purchse?" 

Answer: 
"I'm Sorry let's beMmore *precise Sui Equity 
in what?" 

Question: 
"In the Arctic Gas Company, Alaskan Arctic 
Gas, and Canadian Arctic Gas." 

Answer: 
"Yes> Gidonvt know how much)" 

Question: 
"Have there been discussions with any of 
those partners of northern border, as with 
Management of Arctic Gas as to what partici- 
pation in equity each or any of them would 
take?" 

Answer: 
"There have been discussions about the 
possibility of them investing, some of them. 
We have had such discussions." 
"Have you been present at such discussions?" 
Peo ww 


Not quantified at this point. 
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V.Ls Horte 
Cross-Exam by Gibbs 


"Have you been present at such discussions?" 
"Yeo." 
"Has the subject of their equity participation 
been ratioed to their volume of throughput been 
discussed?" 
"Yes, as one possibility for determination of 
what they might desire in terms of equity." 
Now, sir, I think that presents to my friend the 
evidence that has been discussed which I asked Mr. 
Horus LO confirm, sand s7Ou-can .confirm,i¢? 
A Les, LL. would ‘confirm 
that testimony. 
Q And have other methods 
of allocating equity been discussed, Mr. Horte? 
A Well, maybe it would be 
best for me to describe the approach being taken with 
respect to equity. I think it would be helpful in 
trying to give you a better PA eee OER as to how 
this may eventually take place. List anderoremost, 
the objective of the company -is. to obtain absolutely 
maximum Canadian participation. There is no doubt in 
my mind that if Canadians, Canadian companies or the 
Canadian public ee able Sto, .ondsin fact wanted to, 
own all of the Canadian facility, that you would find 
no objection from the U.S. companies. The situation is 
a question of just how much equity you can raise in 
Canada for the project. © As ,Ourspelief® that. the 
amount of equity that can be raised will exceed 503 

of that required. SOmcne (Lirst gob —- the first 


approach to the situation is to make sure that maximum 
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Vol. Horte 
Cross-Exam by Gibbs 


Canadian participation is involved. 

Wheat, Ve sterct then, rf you 
like, Of additional equity that will be required will 
be the amount of money that we'll be attempting to 
obtain, from the U.S= apacticipant or other sources. 

Now how that's going to be split up between those 
companies, I don't know. There are many ways you 
couldido=it. You could doit on the basis of they 

May decide -- it's not going to be our decision -- 
they're going to decide how much money they want to 
PuUtLUPp “and show) tiey want to putiat up. Tt may well 
be allocated on the basis of throughput. It's easy. for 
me to conceive that one participant would say, "Well 
I don't want to put up any more than my share of 

the throughput. He's got twice as much gas coming 
out of Alaska as I have, let him put up twice as much 
money as me." 

I don't know the answer to 
that. We don't have the answer to that. These are 
discussions that are taking place and will be taking 
place until we arrive at a solution. So there is no 
answer at this point to your question. There will be | 
some form of allocation, I don't know what that 


method will be. | 
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. Cross-Exam by Gibbs 


| Except to say that it will be | 
2| allocated among the U.S. participants after Canadians 

| 
34 have taken what piece of this thing that they are able | 


4|| or want to handle. 














5 | Q And) do your vstudies, Sir; 
6 | indicate to you what piece Canadians are able to 
f 

7| handle? | 

g | A We think that we are 

9 | going to be able to raise in excess of 50% in | 
10 | Canada. | 
11 Q And 50% of the equity ene 
12 | be how much money? 
13 A Would be $700 million. 

14} Q nay ar, has there 

15/ ever been in Canadian history an equity issue of that | 
16) amount? | 
17 | ; A iP Goanot think.in cone 
13 | lump sum, but you are also looking at some large 
19 | eompanies and well, heir indications -~ to! give you | 
20 | an indication, you probably read the announcements 
21} in the press, TransCanada Pipelines on a conditional | 
22 | basis has advised us that they will be looking at | 


investing $200 million in the project. Canadian 





24 | Development Corporation, $100 million; Union Gas I 

25 | think has announced an investment of .$56 million. | 
26 | Similarly, Consumers Gas. We do not have the answers | 
27! from the other participants. at this point. | 
28 | Q ANG SL» sNOteOne Of | 
29 those who have so advised you have done so un- | 
30 | conditionally, have they? | 
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Cross-Exam b y Gibbs 


A Med arom. t Chink 
that anybody in their right mind would. 

Q Every -- I wonder -- 

A Give you an unconditional 
guarantee that they were going to invest that until 
they saw the terms and conditions of the permits, 
the basis upon which they would be permitted to 
earn on that equity, what the market conditions 
at the time, ete., would be. They are saying 
that fundamentally as we see this project and as 
ies conceived and atat is approved on this basis, 
this is the kind of money that we would be looking 
at investing in your company. That is really all 
they have done at this point in time. 

Q Yes,and in the case 
of all of those except Canada Development Corporation, 
subject t the right to put that money into the 
ace)! base . 

nee es, that. Us a Cond: Elon 
tia Cliec=— 

Q And subject to their 
Amimaty to. raise chose Kinds of funds on their 
own borrowing power and authority? 

A Obviously. 

Q Yes; subject -- 

THE COMMISSIONER: Excuse me, 
Mr. Gibbs, what was that first condition you cited? 

Mk GIBBS: Subject. to the -- 
other than Canada Development Corporation -- subject to 


their right to put the amount of money put up for 
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ALLWEST REPORTING L-TD. 


BURNABY 2, B.C. Vietie HOLrtce 
Cross-Exam by Gibbs 


| 
: equity into the rate base of the company. 


THE COMMISSIONER: Would you 


ho 





explain what you mean by that. 


| MR. GIBBS: Yes, Sir. 





> | If it goes into the rate base of the company it is 


6° treated the same as a piece of pipe would be treated 

"| and they can earn a return on that as part of their | 
5 cost of service. It does not have to be put up 

9 | by the shareholders. It is paid for by the customers 





Of the utility companies, that is correct, Mr. Horte? 


11] A Well, it has to be 


12) put up. 


13) Q No, but my explanation | 
ra | 
30) fairies 
| | 
15) A Well, fundamentally, 


16 | except the last part of it. The money has to 


17) be put up by the company and it is just as though 





1 
18 | you were going out -- let's take the case of | 
| 
19 | TransCanada that I referred to. They were to invest 
20 | $200 million and they were able to rate base that. 
= that $200 million investment on a rate basing purposes 
| that they are suggesting wouldpbe considered just 
23 | as though they had added $ 200 million worth of faciliti¢s 
24 to their own pipeline. 
25 | Q Yes. 
| 
ai A And they would be 
271 permitted to increase or to charge rates to the 
28 | customers for gas then being delivered to their 
29 | customers which amortized that investment which paid the | 
30] interest on that investment and a return to 
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Cross-Exam by Gibbs 
equity on that investment,just as though it were a 


Dartuot ther existing facility. 


Q YES cins,. LW am correct 
that in the end when all that process is done, the 
“user of the gas has repaid the company -- or the 
shareholder for all of the money put up plus the 


interest on.it. 


A This is true in any 
public vELL ty. 

Q Lean. not imcerested i= 

A Public utilities are 


based on the rate basing concept and ultimately the 
costs for all facilities are really borne by the 
user of the commodity. 
Q Yes, Sir, © wasn! t 
intending to sound accusatory. I was just trying 
to elicit an explanation for the Commissioner. 
A LES. 
THE COMMISSIONER: Well, 
Mist.so thatyl Understand this, let us suppose that 
you were to receive the right-of-way from the 
Minister of Indian Affairs and Northern Development and 
then a certificate from the National Energy Board, 
you would at that stage seek these unconditional 
commitments from these companies including TransCanada? 
A Yes. 
QO And TransCanada would 
then itself seek approval to pass on to its 
customers the investment it had made in ARctic Gas, 


is that what happens? 
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BURNABY 2, B.C. V.L. Horte 
Cross-Exam by Gibbs 


bo 


of course ther customers likewise would benefit 


1! A That is correct and 
| 
| from the revenues gained by TransCanada as an 





4 | investor in that company. That would be accredited 
| 

5 against that cost. 

6 | Q By revenues you mean 

7) dividends, so you? 

A Yes; sir. 

Q But would the TransCanada, 

10, would TransCanada's customers be paying higher 

rates to support this investment during the period 

Hoy Ot Constructon of the Arétic Ga's* dine? 


23.4 A Yes, they would under | 








fal that concept. 
S| MR. GIBBS: 
16 | 19) ANA Of course’ the 


17, Same applies to the three Ontario utility companies 


18 || you mentioned, only they must go to the Ontario 

io | Energy Board for that approval? | 
a A Thateas correct. 
21) Q Now ,-sir)Vii-7our 

22) expectation turns out that these conditional commitments 





23: becomes farmeyou! still ‘will! be looking to the 
24 | Canadian public for something in the range of $300 million 


25 inWequity participation? 





26 A I think as an outside 
27 Maximum I think that’s probahy higher than we will 
26) beatooking fort 
29 | Q And that is larger than 


30} all equity offerings on the Canadian market, I think 
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BURNABY 2, ‘8.C. 
Cross-Exam by Gibbs 





1| fooueriontyest. , anethne lvstory of equity, offerings, 

2 I is that within your knowledge? 

3| A You know, I cannot answer 
‘| that question. 

5 | Q in any one year ? 

| A I don't even know 


‘s _ whether it has to be raised on in one year. 
aa Tt Might be spread over three or four. 


9 | | Q Mr. Horte, who will make 


10} the final decision on equity allocation when it is 





BN made? 


2 | A Well, I don't know that 
13) I can expand upon what I have already said with 


im) respect to how -- 


ai Q Well, would it be 
16| the Management Committee of representatives of the 


7 | sponsor companies? 


18 | A It will be the individual 
| 

19) companies who are investing, not the Management 

20 | Committee. The Mangement Committee has nothing 

21) to do with the -- any allocation of investment in 

22 | the project,and I am sure that you know that, because 

23 you have read the study group agreement. 

on | Q Well) civ, It had the 

25 | impression that you anticipated more subscriptions 

26 | than there would be equity. 

= A 2 am, SOErY, 

28 | would you repeat question? 

29 Q I was under the impressio 


Citae 
/when you spoke of the Northern BOrder group that you 
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REPORTING u-Tl. Vets Hortce 2617 


Cross-Exam by Gibbs 


that 
anticipated/more equity would be requested than 


there was to issue to the Northern Border Grou 

MRS GENEST’: Is that a 
question, Mr. Gibbs, or is that a statement? 

MR. GIBBS: Yes -- 

A That I expected -- 
sorry, would;you repeat that again, I nonestly 
do not understand your question. 

Q Do you understand th e 
Northern BOrder group? 

A Meise 

2HE ‘COMMISSIONER? Well, 
just stopping there, what is the Northern Border 
Group? 

VoL BBS: 

Q PALI clan esi tee Mir. 
HOrte, would you tell the Commissioner, what is the 
Northern Border group. 

A Well, it is the companies 
that are sponsoring the proposed pipeline which 
would connect at the Saskatchewan/U.S. border to build 
a pipeline from that pant across the northern | 
states down into the mid-west area of the U.S. and 
on east from there to the Columbia Gas system, and the 
companies that are involved in that -- 

Q If wou look at page 5 of 
the prepared evidence, sir. Perhaps, Mr. Horte, you 
can tell the Commissioner which of those U.S. non- 
producer groups are members of the Northern Border Group, 


A VOC, he wi dul, 
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| Lighting? 








Eastern, Panhandle Eastern, and Columbia GAs 


) One,-jiwo,. three, foun,. five,..six companies, 


V.L. HOrte 56I7-A | 
Cross-Exam by Gibbs 


Well, Northern Natural Gas 


Natural Gas Pipeline, Texas 


i LransmMes SUOny. 5 190. that) Wolbwld & makes? totalsof 


Q All except Pacific | 


A Yes. | 
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Neu. Horte 
Cross-Exam by Gibbs 


Q And I was under the 


impression, sir -- maybe I'm wrong -- that you expected 


that those members, the ones that you have just read, 


| 
| 


would request or would be prepared to subscribe to perhaps 


! 
! 


more than 50% of the equity which you expect to be 
available for them. | 
A Noy 2 Gian ¢ say’ that. 
I said that first of all we were going to try and 
raise more than 50% of the eyuity in Canada. What 


was left over will have to be raised either from those 


| 
participants or through other means. In other words | 
What se nt saying 1s that 1 think vf they want to see 
the project there's going to be some onus upon them 
beyond what we're able to raise in Canada to put up | 
equity funds. ieMesavyT ig, tate. think fundamentally | 
they would like to see their investment as small as | 
possible in the Canadian facilities, but still recog- 
nizing that those facilities have to be built 
LE in effect they are going to obtain the gas that 
they've acquired from the North Slope. 

Q Doni ati a5 10 cee 


question of being on the door trying to get the equity, 


| 
| 


it's a question more of being compelled to put it up 
if they want to see the system. 

A i Chane tCaate sr a 
proper categorization. 

Q Mr. Horte, none of the 
present members of the consortium or study group are 
obliged to subscribe to any equity, are they? 


A Tratw LS: Correct. 
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BURNABY 2, Bis 
VV. ls Hoxrte 
Cross-Exam by Gibbs 


1 || Q Now, sir, when I sugges-~ 


ted to you that there were two ways in which the 


fo 


3 consortium members influenced the decision-making 
4 | process, I said one of them was membership in other 
5 groups, and I was referring to the Northern Border 


6 Group, and that to reiterate, is the group which 











7 proposes to build a connecting line from Mouncie, 

5 | Saskatchewan, south-east into Pennsylvania. | 
3 A Yes sir. 

10 Q And all of those 

11) members of the Northern Border Group are United States 
a utility distribution companies. 
13) A They are. | 
14 | Q ARGO, Mn. Horke 21 5 

15 | and when there is a conflict in the Management Commit- 
te | tee between the interests of the U.S. customers and 

17 | Canadian customers, would you not expect the Northern : 
18 | Border Group to exercise their power of veto in favor 
19} of the U.S. customers? 
20 | A Well, I think that every—| 
a1 | body that's involved in this project recognizes that | 
ra it is an international project, there are Canadian | 
33) customers that have a vital concern, there are U.S. | 
£4 | customers that have a vital concern , and what one 
2 i really ends up with is a situation where those | 
26 | respective concerns are taken into consideration, always 
27 having in mind that there has to be benefits to both 

28 | Nations, tim fact ithe progectuis, to. be..accomplished. | 
29 | This is a great levelling factor for both sides. They 


always have to be aware of the advantages of the 
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V.L. Horte 

~r 9SS-Exam by Gibbs 
project in their own country. Sorciisekend oL Drings 
people back down to earth. You may want something but 
you may not be able to get it. 

Q BUC’ Masnie PE“WOLrkKSa "our, 
Srn, thee thatvorimmg=structureé*nas in fact preferred 
U.S. customers against Canadian customers in this 
project? 

A That it what? 

O Has created a preference 
for U.S. customers of gas as against Canadian ie ers 


Of Gas ‘through. this’ project: 


A I wouldn't agree with 
that acea li : 

QO Good. Well, perhaps we 
can "tity an’ example’ then. 

A OF KK. 


ME. GENGST s’ (Mere Commissioner , 


Mwondes Bre —-- again =Laon' t want to cut off Mr. 
Gapbs == ie thie eaumatter "of concern*to the Inquiry | 
constituted under this order-in-council? Or Per crat | 


a matter for the Energy Board? | 
THE COMMISSIONER: Well, : 
without -- that was going through my mind, but even | 
before Ia@ll on Mr. Gibbs, I think there are two things 
to be considered: One is that all of this was intro- | 
duced through Mr. Horte's written statement yesterday 
andetLoday,-auerleaon tthink Tthwould*be fare tjust to 
leave it as it is if someone wants to challenge the 


assertions made by Mr. Horte in his written statement. | 


Secondly, having read the specific question, one of 
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SURNAB'Y 2, Ba. 


V.L. Hoste | 
Cross-Exam by Gibbs | 


the matters that may come up in places like Hay River 
next week is preference for Canadian users of energy 
in the north, and any - - it seems to me that any 
evidence that bears on the likelihood of their receiv- 
ing a preference ought to be heard. 

Now, I guess that means I'm 

at this Stage 

on your side, Mr. Gibbs, so perhaps you'd carry on. So 
you feel free, Mr. Genest, to raise objections. 

MR. GENEST: I'll subside for 


a while in view of your statement, sir. 


MR. (GEBBSe it don't propose, 





Sir,to: go into National EnergysBoard, mat&terskal realize! 
that what will be dealt with there will be in much more 
detail, but in this example that I'm going to go 
Ehrougheawithewith Mx. Horte, it,is)morelef aqconcept. 

Q Mr. Horte;,ethe cost of 
service structure, that is the cost of transporting 
the gas. thesper unit, cost) —— 

A Yes sir. 

Q =-—- through the Alaskan 


Arctic facilities and through the,Canadian Arctic Gas 





Pipeline facilities is based upon what is known as an 
M.C.F. mile method. 

A Yes sir. | 

@) And in that method in 
order to determine the cost of transporting one MEG. eee 
as I understand it -- and perhaps if I'm wrong as 
we go through it you will correct me -- you multiply 
the total M.C.F. transported, times the total miles 


transported to get an M.C.F. mile, 
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b~ 








A TOagetetheptotal «Mic! . 
*| Miles. 
3} Q Yes. | 
4 THE COMMISSIONER: "M" is | 
5) a thousand. | 
6 A Yess | 
a Q 000ncubie feet: 
a A Yes. | 
g MR. GIBBS: Q And you then 
19 | deravenaltotalaM.Gake mile. 
Ll} A Ves sire 
Re Q And then to determine 
3 BheeM. C.F. smiles of ayparticulazk-customer,: say someone 
| in Yellowknife from the delta, you take the actual 
HS | distance that gas travelled from the delta to Yellow- 
16) kn fesandt mul tapay sit by that .M.C.F. mile to-get..that 
i customer's M.C.F. miles. 
13 | A Yes, you take his 
| M.C.F.stimes the number of miles the product has moved | 
20 | topgetahis.M.C.F.amides 
21} Q WougetahicnM. €.Fo.miles? | 
pp. Ree - GS. 
23 Q And having arrived at | 
24 that point you then have to determine what it's going | 


to cost that customer for that transportation. 


26 | : 
coe A SES).S17, 

eT | a) And you do that by taking 
23 thats customer is s=—-the, ratao, of, that customer's M.C.F. 


muceseto alJyM.G.Fs«miles:. 


A Yes. 
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BURNABY 2) BiG. 


Volnw Horte | 
Cross-Exam by Gibbs 


bk 


| Q And then you multiply that 
| | 
ratio against the total cost of service of the entire 


fo 


| 


3 | | 


| system. 

| 

a A Yes sir. 

5 Q Now, the result of- doing 
4 Enat ,Wsiteeis it not, is that customer in Yellowknife 
ay pays a proportionate share of the cost of the line 

| from the Yukon-Alaska border to Travaillant Lake, and | 
7] from Caroline down to Kingsgate, neither of which | 
| serve a Canadian need. 
2 A No, he doesn't. 
12 Q Well) "sir7sifnyoutare | 
: multiplying against the total cost of service, how 
Le can it be otherwise? 
15) A WellyVyust becausevot 
© the calculation you went through. MoUs Veecalculaved 
re hais@Mac. PoWmiles,eyoulve*divided it by the total 
18 | | 


M.C.F. miles, which include the amount of M.C.F. and 

! 
the miles in your example that the Alaska gas moves from 
the Alaska-Canadian border to Travaillant Lake, the | 


amount that the Richards Island gas -- that's part of 


to 
+ 


it -- the total M.C.F. times the mileage there, plus 


eo} 


i the total M.C.F. going through the whole system from 


there south, so that he's paying a proportionate share 





of those total M.C.F. miles. For instance, the gas 
moving from the Alaska border would pay more because 
there are more -- proportionately more M.C.F. miles 
involved in the movement of that gas than there is 


from the Richards Island gas. 


eee Q Yesrsit,,, but af vou 
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URNABY 2, B.C. 
Velie HOLte 
Cross-Exam by Gibbs 


divide this Yellowknife customer's M.C.F.S into the 
total cost of service of the system, he in effect 
Tsepayingeparc OLetnac weransportation, 1s he not? 

A He's paying his propor- 
tionate share of the total transportation cost of 


that system. 


Q The total transportation 
includes the portion from the Alaska-Yukon border to 
Travaillant Lake. 


A It includes everything, 


yes sir; but then when you allocate the M.C.F. miles 
to that customer where you're moving Alaskan gas 


Enrough) to all ethose points, you will find that he’s 





Davying his share of that cost. | 

Q Mr. Horte, have you | 
read Mr. Brackett's evidence on this pant before the 
Federal Power Commission? 

A No, 5 havent. 

Q Mr. Commissioner, it's 
a fairly lengthy excerpt, but in my submission it is 
Significant because it does show what I was trying to | 
Teac eto, weucr pre erence Of, (a .U.o. Customer Over @ 
Canadian customers in transportation costs. Mr. | 


Horte, it's in Volume 4 of the Official Stenographer's 





Report before the Federal Power Commission, Tuesday, 


Mayo, 1975): 
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Cross-Exam by Gibbs 


Pages 662 to 667 inclusive. 

A .es'. 

Q And I derive from that 
evidence that Mr. Brackett -- 

MRs GENESEE: Let's not talk 


about,what you derived from .it, Mr. Gibbs, let's have 


what he said. 


MR. GIBBS: Surely I can 
explain to the witness that I understand from that 
evidence that Mr. Brackett and yu have a different 
view and perhaps we can go through it and you can 
tell me when we have finished whether there is or is not. 

Now, sir -- 

MR SGENGS Le. NOGESir, +L 
object to that method of cross-examination. I 
think that the rules are well established and 
they are established for a good reason and they are 
other the statement of that kind is put to the witness 
and he is asked whether he agrees with it or not. If 
he agrees with it that is the end of the matter. 

MR. GIBBS: 

Q All yigGht,ssit, Lowas 
attempting some explanation so that you would understand 
what I was doing, but if my friend wants me to follow 
those rigid rules of procedure then I will. 

Starting at page 662, Mr. 
Hore == 

A Veo j= 

Q Near the top of the page 


Mr. Connelly of El Paso is cross-examing Mr. Brackett. 
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"MR. CONNELLY)... am not. going «to ask him 


again how he did itz: They have 
gone through this several times and 


don't understand each other. 


The presiding judge says: 


YOu scan. show ea,litt le forebearance." 


The witness said: 


Yes, sir. 


THE PRESIDING JUDGE: Let's go through it 


again. 


WITNESS:«:.» Yes 22512 «. The: method, jthat is 


specified in the tariff and which 

I am familiar with is that we 

are trying to determine the portion 
of the cost of service which 

each shipper will bear. "The shipper 
beangoa. woul li ty, company; |. Thereafter 
we determine the number of Mcf miles 


of each shipper. 


MR. CONNELLY: How do you do that? 


A 


We do that by taking the contractural 
volumes that the shipper has signed up 

with the transportation company, in 

this case, sGansdian Arctic ; ito 

have hauled, and you multiply it times the 
mileage which those volumes will travel. 

For example, if it were an Alaskan shipper-- 
Total Volumes versus number of miles? 

Of the shipper.. 


Correct. 
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A Okay. Then you do that for each shipper 
and you determine what proportion any 
given shipper's Mcf miles are of 


the total Mcf miles of all the shippers.' 








| That was the ratio I got to with Mr. Horte. 
! Yf there is two shippers and 

each one travels the same mileage 
| and has exactly the same volumes, 


i well, each has 50% in which 





case each one pays 50% of the 

| Costhof Service; and. you. multiply 

; 50% times the cost of service, that 
is what they pay. 

Q Pier vant. Now, 1 youl want to 
figure out what the per mile Mcf 
charge would be how would you go 
and make that determination? 

A Well, leaving aside which Mcf mile 

figure you use you would divide 

the shipper's share of the cost 


of service by the Mcf miles. Now, 





you could use output Mcf miles, input 

i Mcf miles, contract Mcf miles, what have 

I you. We, as I- believe, I believe our 
exhibits use output Mcf miles. 

Q And then if you want to describe as 

} you have done in your filings the 

per Mcf mile charge for the entire 


system, what do you do? Average 


those and divide it by the number 
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Cross=Exam by Gibbs 


of shippers? 

For the total system, the overall 
average cost figure Which I think 

is on line 8 or 9 of those schedules, 
4 we were looking at) that was 

done quite differently. That 

was simply the total cost of 

service of the project divided by the 
total Mcf miles of all shippers. 

I didn't ask you about that. I 

know how thatwould be done, but 

I am asking you how you would 

get the average per Mcf mile 


figure." 


Then there is an interchange between counsel, sir, 


the presiding judge restores order and Mr. Connelly 


says: 


5628 


and 


Ailerigkht,.» i «thank, boneed’ to return to this. 


Directing your attention to the 

segment between the Alaskan/ Canadian 
border to Travaillant Lake, that is 
part of your system presumably would 
not serve any Canadian need, would 

it?) And’) the presumption I base that on 
is that it is not contemplated that 

the Canadians would get any Alaskan 
gas. 

thaw LS «COTLeCt, wand at the present 


time we don't foresee any Canadian 
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source gas going over that segment 
since the gas is off in the Mackenzie 
Delta% 
Q So this segment serves exclusively the 
usage of the American gas consumers, does 
it not? I mean the segment between the 
Canadian/U.S. border and Travaillaht. 
A YES Penal eroethe@=ptanning right now." 
Then there is another of these interchanges and the 
presiding judge lowers his hand and we get back 
again to the counsel questioning, Mr. Connelly, 
says: eS 
MR: GENEST: Well, the 
presiding judge wants to know where the Beaufort 
Sea is. 
MR. GIBBS: Yes, and there is 
also a dispute. 
Mr. Gonnetnececies back and 
says: 
% Similarly the lateral from Caroline Junction 
to Kingsgate..." 
A Sorry, what page are 
you on now? 
Q 666. We are back to 


the questions and answers again. 


A Yes, sir. 
Q 
"OQ Similarly the lateral from Caroline Junction 


to Kingsgate, the entire distance, and 


the Alberta Natural lateral from Crows 
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1 
1 Nest to the B.C. Alberta border 
21 to Kingsgatewi I not! carry’; ‘will 
7 not serve, excuse me, will not 
+ serve Canadian gas consumers, 
5 | willwit?? dts* purpose’ will "be ‘solely 
6 | | to deliver gas for export to the 
7 United States? 
| A Ours plan isSbualt uponythat. It 
9 | is possible that a user in 
10 | British Columbia, for example, 
im | might at some point wish to 
12 | take gas in some way, but that 
13 | is not involved in our present 
14] planning. 
15} Q And there is no contemplated | 
16 | application “totdo=thaty is there? 
17 | A Well, if there were it would 
18 | be a British Columbia applicant 
19 | and I don't know of any. 
20 | Q Likewise the portion. -- 
21] A Excuse me, I said British Columbia. 
— If we are talking about the 
23 | portion all “the way ‘from Caroline, 
24 | well, it could bean Alberta 
2] user on that lateral, but again 
26 | the answer is the same, I don't 
27 | know of any. 
28 |i Q Likewise the lateral from 
“9 | Empress to Mouncie serves solely the 
30 | purpose of delivering gas for export 
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L| to U.S. markets, correct? 

2| A Again, with the same qualifications, 

3| why, that is what our planning is based 
4 ONGe ves < 

5 Q Dov you think atvis a reasonable 

6 | probability that the National 

7 Energy Board would seek to 

3 preserve the Canadian gas 

0 consumer from being taxed with any 

10 | Cost, of Service on, those three 

11} segments? 

12 | A ieeicevery diirticult to predict, but 
13) you used the word 'probability' and 
14/ my answer would be no, I do not 

5; think that. 

16 | Q YOus GL niky at is/feasonable possibility? 
Ly i A Noy oSaits 
13 | Q Do you think it is unlikely that the 


| National Energy Board of Canada 


20 | would seek to elimate those three 

21 segments from any portion of the cost 
22 | of service which the Canadian consumer 
23 | would bear on the theory that those 

24 | line segments do not serve any 

25 | Canadian need? 

26 | A You are asking me to speculate 

= on what the National Energy Board 

28 | will do and obviously I would not 

29 | really purport to speak for the 


N.E.B., but my judgment would be 
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1 Se 
| thac, 2t as unbikely thatithey would 
mm 
| do so. The Mcf mile method 
* has long and -ea*y traditions 
4 | ; 
as being well accepted in the gas 
: industry and among regulators 
6 : 
as being a reasonable balancing 
Va 
ak amlocation=*method™in Light*of all 
* fectors. In*the sSituationrthat “we 
Sal 
oF are talking about, I believe, I 
“ae 
el think Canadian Arctic Gas believes 
ll | 
i that it is an equitable method of 
12 | ; 
allocation and I am personally 
oe confident the National Enargy 
aa Board will be persuaded that that 
15 | 
sia! vsethe case. * 
16 | 
17 | 
18 | 
19 | 
20 | 
22 
| 
23 | 
24 | 
PS 1} 
26 | 
27 | 
aoe 
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Do you agree with what 
Mr. Brackett has said? 

A Yes, ao. | 

Q And then do you disagree 
Wick imy pCOnCLUBSTONE that © put to yom before that a 
Canadian user, because his M.C.F. miles are being 
divided into the total cost of service of the entire 
system, he is in effect paying a part of those segments 
carrying only Alaska gas? 

A Mest 

QO And why? 


A Well, for this reason, 





LPL tnketOumanesany such —— to breach any such conclus= 
von you cane juste do 1t on the’ basis “that you have 
suggested. Let me give you a simple example. Suppos- | 
ing you had a pipeline system extending over 1,000 
miles, the north end or the top end of which, the 
Trrst’ 500 melves, moved a pitlion’ cubic” feet of” gas~a 
day; and the second portion from that point down 
moved twOuprilion eubicé feet a day. "Now Let’s assume | 
that in tne t1roe 500 mites that that’ comes from one | 
Particular source, and one Shipper 1S paying the cost | 
of service, in your example should be paying the 
cost of service associated with that, and that from | 
the mid-point on down there is another shipper Benen 
and he then pays his proportionate share of the | 
combined cost of serice in the southern 500 miles. 

Now, in working the M.C.F. | 
Mile’ "basta Lie rst thing you would do is to™ add | 


up the total M.C.F. miles of that system, you would 
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take 500+ miles, the’ tirst 500° miles, times 1-B.C.F. 


equals 500 mile B.C.F.s. The second segment you would 


take S00" times’ 2 B.C.F2 ‘equal’s 17000 mile B.C.F.s for 
a *cotal of 1,500 mile. B.ecF.’s: 

Now, to get, the average cost 
per mile B.C.F. you take the cost of that combined 
system, the whole 1,000 mile system, and the cost fepa 
Service) assocracted with" that ,--and ‘you divide that by 
che ay S50 0mm le Be Ce Fe st eo" get! the* 'charge® per“ mile 
S-“Apermrp.o.-r- mie or mi le BL Clr 

O Can we put a dollar 


figure? —— 


A Now, if there is anything 


in your example, if there is any disproportionate 
share being brought about, it would only be brought 
about by reason of the fact that the costs associated 
with the sire 00) mites per’ B.Clr. were higher than 
the costs -- the proportionate costs associated with 
the second 500 miles that are moving two B.C.F.s, 
to the extent that the cost associated in each of 
those were similar, the M.C.F. mile allocation would 
be identical with what you're suggesting, a zone 
mile alWecatvon. so Lt"S  only-if "the! costs'’on a 
particular segment in the M.C.F. mile allocation are 
disproportionate for the movement of gas in that 
particular segment, with the other segment that you 
get any Sort ofan imbalance’ that you're suggesting. 
Let me give you an example. 
In TransCanada Pipelines the M.C.F. mile is used, 


the MoCer. mile Ts used*with respect to the western -~- 


| 
| 
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| 
| 
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SURNABY 2, B.c. A V/ ean Le Horte | 
Cross-Exam by Gibbs | 


AeewWESsSyT REPOR 


1| the whole system, and it's based on, notwithstanding 


tne face tat they have their larger facilities .on 
| 


3 the western end of the system and therefore the 

: cheapest cost, if you like, on a zone allocation method. 
5 | That advantage is worked all the way across the total 

| S/7siem On an Moc Homie basis, so. that the eastern 


7 | customer also gets the advantage of that larger, more 


efficient western system and the western system pays 


(oa) 


| 
9 | aunignerecosiu, Liasvou like, on that basis than he | 
iD: would on a straight zone gate method. 
a7 | What this does, the regula- 


2 tory authorities normally use this because who is to 


ae say in the final analysis what should be paid by who, 


without, in that example, without large volumes of 


i 
con 


1S gas being marketed,in the eastern part of Canada 


1G you in fact would have an extremely high cost in 

7 Western GCaneaa, and they have found -- the N.E.B: at 
13! least in their judgment -- that, the M.C.F. mile 

1160 | allLocatrvonmes a ctarr ablocation. | 
29 |l Now whether they'll decide 


that iivgtiveseace On not, . don’t know. £ would agree 





22. | with Mr. Brackett, I expect that they will. If they | 
a find something else, it will be something else that | 
ave a we UL). Laiseswooch . : 
25 ji Q Bui aMe nOrce,, yOu | 


touched on exactly my point when you made the point 


to 


that on the TransCanada system the western zone pays 


+3 a higher cost because of those larger facilities. MThat 


~ 
=) 


is what you just finished saying,that the National 


Energy. Board approved that. 
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AEEWEST REPORTING L-7/0:; 
BURNABY 2, B.C. 


Voi. VHGr te 
Cross-Exam by Gibbs 


lj A Yes. 
Q Now sisi tranksn. st) that 


50 wisth your proposed M.C.F. mle basis, that the Canad-| 











a lan userswilLl vay a higher costeper M:C.r. mile, than 

5 he would 1f£ those links €o, Travai Klanticiake -~- to | 
6 Prudhoe Bay and from Caroline to Kingsgate were not 

‘ part of the system? Now you may get other benefits -- 

a A No, I don't know that 

9 | answer. It depends on whether the costs of facilities 
10 | in those areas on those legs are disproportionate 

| in ‘termsisof tcost; compared to the M.C.F. miles that 

12) are associated with themA It's )just: that «simple: 

13 | Q Wells, (sini)ch' magoing ato 

1 

14) leave that subject at-this point, but I say that in 

15) the coffee break I'm going to try and work out my 

te | simple farmer mathematics and come back and discuss it. 
a with you again. | 
18 | A OK, hivenvingood < | 
19 | MR. GENEST: On the stationary 
20 | of the Petroleum Club. 

i 

21 | (LAUGHTER) 
22 | MR. GIBBS: Q Now, sir, let's 
23 for -- not light relief, my friend has provided that --| 
24 | let's for relief turn to another topic and that | 
ae appears on page 2 of your prepared evidence. 

a A Yes: 
27 Q Where you reer to, in | 


the beginning of the first full paragraph, another 
study group, and that was the study group, sir, which 


ea included the Alberta Gas Trunk Line Company Limited. 







bene edi sasha \2 


b 


ee = 


'a2 aevceth Bais aosd omos Bas eofiamedtam tents? slamie if af 


| 





~ Jeit hebiverg esf beet? ym ere Sagid soa “aad 


en ae 


Yiesoitsie shy oO :TaNMso. .AM 










rvs 





7 . 


: ges P agen ip 

Seao's" ret eee sot S09 AT hod) 

2M woieoanig oy 

agit ofie .1.9.M tae BOD yorp fil) 5 veq, Phin ¥ 
oF =+ eslea sathaillishes awn avery 2b seis eh 
Jon azeu etapeniit of sit for ss mio'1? bre ysa sodhuxt 

-* g4Liosed toto. Sap seat rey wow Emalveye ody “oe : 


~~) 46 




































tary wort »' ae © ear ok. / = 
2oLIzliosY Ia 2speo SHP Sentenw ao abasasb 2I sxsWans 
ejsnoittauorgaEbh ete apel »eod? no @bets seodd ni 
tedd eelim. .7.9°M att Gf beisqmim ,teod to emted af 
-slomte tori sanf 2°22 .mads Neiw Bedeisoees sxb 


ov watoy. m1 (tre , IfowW Q 





nt jet yee T Sid .Sefod et! tn Joshdve jsfid eves! ye. 
vit oto aisew BAB Wes 'os pniier aI xsexid setres orl4 ch 


.nisps woy di iw 


Deop- wes 4 sO A. 


hi [> \myelortsd elt to 
(aeroUAd) 
a’'tve!l ,ale \wot 9 126815 Al oo re 


tent bis oiget renlgens ot cuut Tatler 263 eget 


seeyY “a | ee 
dé Od VARY voy sre |O i | 
taritonea poe ester. Liat sexit 36 et 


fldi dw’, 22 ne ares " a a be _— 7 


~po> imia Yasigmad: ondkt aa ) 
ae nts 







wan — 













an 


Mtoe WES SF 


OO 


2637 


Viet Horte 
Cross-Exam by Gibbs 


A That! Se correct: 

Q And the Canadian National | 
Railway. 

A LEC 

Q Andh ine factyeaz 

A And Northern Natural -- 


as I recall, Northern Natural Gas, Colombia Gas, Texas 


Eastern, and Pacific Lighting. 

Q And gn fact that,study 
grcup was the one that built and operated some of the 
test sites, did it not? 

A They operated a test 
site at Norman Wells and one in the Prudhoe Bay area. 

Q Yes sa7 

THE COMMISSIONER: I'm sorry, 
where? 

A Prudhoe Bay. 

MR. GIBBS: Norman Wells and 
Prudhoe, Bay? 

A Les. 

Q And did they not have 
another one at Nordegg, Alberta? 

A Yes, I guess they have 
a test there in connection with berm construction 
where you half bury the pipeline and you cover it, 
use’ thenéi lt, from thatwtoscover theipipeline, so .it 
was partly above-ground and partly below-ground. 

Q Yes, so that group had 


three of the test sites from which information was 








developed into the subsequently amalgamated study group, 
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BURNABY 2 


be 


ne) 


> Bai 


VW.o. Borte 
CrossExam by Gibbs 


A That nS. COGEect.s 


Q Aidnabkso, Sir, that 





group began the northern training program, did it not? 


A Arctic Gas or Alberta 


Gas Trunkline commenced the training program, yes sir. 


Q And still contributes 


to the financial cost of that northern training program. 


A They7Tdo. 

Q As do some of the 
producer companies. 

A Yes, it's an industry 
Eraining program: 

Q And? the function of 


Canadian Arctic Gas really is to administer that 
program. 

A Yes, to administer it, 
Manage it, yes. 

Q And has Canadian Arctic 
Gas placed any “of the trainees of that program on 
tts statis: 

A Yes. 

How many, sir? 

A i*d "have to check that 
figure, sir. I don't have that with me but I do know 
that we have some. Obviously not very many in that 
we're not an operating company with the kind of 


facilities where we can train them, like Trunkline, 


| 
| 


| 


| 
| 
| 





TransCanada Pipelines and the other companies involved 


can. 


MR. GIBBS: Mr. Commissioner, 



















. 220u tO ‘BD 


| 4edy yale’ opke 
' ¢9on +i bib .mexpoaye peterson oitd nepad quoxe 


. suedlA t0.1eEd aS 


»tez mea MSTROIG palalaas oa4 Hap namic eek i aeteret eno ra 
| as didtbusaeo @ bisa Rak a a 
.mssnoie pninterss @rerntien Asda 2% J205 iefonsni2 ond3 of 1 
eB yoa? ye e m 
; : 
aft %o side of Bm O > 


Jeng of yon gisay toh ylauoivd® .emede eyed ow sae 


| 7 
| veknseqnos teosboted a 
| yi CUbRt AB e'tl ) aay A bi - 
| Metporg pitinieas ‘ied ; 
20 dqolktoav? ety BAA O ae 
; 
‘sdy Soteinimbs of ak Yilson ea) Shoot aspibsened (er 
MEX~OTG hee 
| Ji tsdetn ins oF . 2B A | . at 
| haoy oth spre i *s 
| Si3S+h aBibsnes ven! bat O iat 
. ho Mexpotg gods To esesnisa? oft To ye beosi¢ 280. me 
| | catsde eid es 
| , may & it 
| TxLe “Voem. wor 4) . pss 
| det Roos of ever pT A €< 
| Woilx Ob . sod om sittw dedd even d*noh fF sree ,oupld be 
| . 
) 


aay 
te twit sit isiw yuedmos pitdevede om don sit ‘ow oe 
snilahas? eat isis fist aso sw srecw nslsbetond: " 
bev loves nena Sento any Bas eontfegia ~ ede zt. 


7 


oe 
ad 
Ne 





% ; 4 i it 7 
TonoipRummod aM seat 6M bide law. 
| Fa 3! ae . Hee 


DEEWEST 
BU 


(es) 


fh 








ashe pe) 


REPORTING L-TO. 
RNABY 2, Buc. 


V.L. Horte 
Cross-Exam by Gibbs 


tts five, tow.. Wilt at would be Convenient L might 


try my mathematics on farm stationery. 


THE COMMISSIONER: Certainly. 


We'll adjourn for a few minutes, and I think that 
when we come back we'll sit till 12:30 and then come 
back at two this afternoon and sit for an hour or 
two this afternoon. Mr. Horte -- 

MR. GENEST: He's been in 
Erainings, Sir, 


(PROCEEDINGS ADJOURNED FOR FEW MINUTES) 
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V.L. Horte 
Cross-Exam by Gibbs 
(PROCEEDINGS RESUMED PURSUANT TO ADJOURNMENT) 
MR. (GIBBS: O «dorhaves to 
confess that my coffee mathematics don't match your 
engineering ability, so I'll have to leave that to 
try again over the lunch period and go to another 
Copic at-this tame, 
A Of Kitten Saxe 
Q Would you turn, please, 
to page 14 of your prepared evidence, and -- 
A Yes. 
Q =| particu aniiysithesilast 
paragraph where you use the expression: 
"Because of the above fact," 
which you've related, 
"engineering and environmental considerations 
were paramount in route selection, design and 
CONnStmuct tons planning." 
Could you explain what you mean by engineering con- 
siderations? 
A Well, the design of a 
pipeline along a route that would result in that pipe- 


7, 


line being’very safe and efficient operation. 

Q Wellenthesfact AS5<sSir, 
that the route selection was primarily made through 
a compromise in the Management Committee of the 
study group members, is that right? 

A Are you talking about 
what part, can you give me more detail? 


Q Well, the general route 


from the delta to the 49thaParalilel. 
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Vs HOLLe 
Cross-Exam by Gibbs 


1| A Well, there were certainly 


| 


fo 


! -- I don't know whether you'd call it compromises -- 





there were a great many studies done, particubrly with | 


1S) 








4 | respectto the routing of the project south of the 60th | 
5 | Parallel. | 
6 | Q Yes, and -- | 
7 | A I don't recall any real | 
3 | problems with respect to routing on the north end or 

2 various -- 

10 | Q No, perhaps from the 


point of takeoff from about Fort Simpson, that route 


12 | initially was what was colloquially called the 





gun 
13 | barrel route" that ran down towards Brandon and | 
1 Emerson, Manitoba, and that had a different departure | 
15 | point at the 60th Parallel, did it not? 
16, A That was one of the 
17 | alternatives, yes. 
18 Q And then that raute -- 
19) THE COMMISSIONER: Excuse me, 
20} the gun barrel route only diverts from the present 


route at the 60th Parallel, is that what you've said? 
A Yes, it diverged just 


north of the 60th Parallel, sir, and took a direct | 








ial line for the movemamt of gas that would go east to 

cl Canadian markets, or into the mid-west and eastern 

26 partyoietheMms,jiwhich went on more or less.a direct 
27 | line from that point to in the vicinity of 
28 | Winnipeg, going across Saskatchewan. | 
29 || Q But it had -- 





A And with laterals from 
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Vil. Horte 
Cross-Exam by Gibbs 


that, tying across for the movement of gas to the 
West Coast markets and tying in with the facilities of 
Alberta Gas Trunk Line and other systems 


MR? GEBBS:, But ,.the-pointsef 





departure from the general present location was some- 
what. north of the 60th Parallel, was it not, up Paes ae 
Fort Simpson? 

A I'm not sure right off 
until TWvook "at a map, Mrs Gibbs,)just-how.,£farenorth 
but I think that's generally correct. 

QO Yes, and then ata 
later stage that route was moved westward and that 


altered somewhat the point of departure across the 





60th Parallel, westward from the gun barrel route but 
not to the ,present routes 


A Yes. 


Q Andethen-atsa Still moxe | 
subsequent date, it was moved over to what -- generally 
to what is now proposed. 

A You may be correct, Sir. | 
I've sort of forgot that intermediate -- all those 
steps that took place, 

Q And each of those 


moves were not done for an engineering or an environ- 
mental reason, but by reason of a decision of the 
Management Committee. 

A Well, those -- let's put 


itthis way, that all routes were looked at in terms 


of at that stage, not looking at all the environmental | 


Lactors -Oneinaterouting (south .of)that point, but 
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looking at the direct route an 
various routes. Any route wh 
of that was finally settled up 


subject to the environmental s 
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d the economics of those 
ich on the appearance 
, of course, was then 


Crutinies, -etc., that 


would be required to see just what impacts and pro- 


blems might be associated with that, and if any changes) 


in that routing were required. 


Q 


A 


asmap and) a pencil ; 

A 

Q 
I've gone through with you, th 
barrel to westward of that and 
route, were primarily because 
splits where the laterals to t 
mainline, were they not? 

A 
many considerations in that ro 


Simple. 
. Q 


And the change -- 
We had to start somewhere 


Yes, and you start with 


Yes sir. 

And the changes that 
ose three from the gun 
then to the present 
of the assumed volume 


he south-west joined the 


Well, there are a great 
utInGg. Leewasn t that 


Well, sir, let's get at 


it this way. The reason why the line now runs to 


Caroline and down the present 


route through the North- 


west Territories and splits into two portions there 


is the assumption that 50% of 


will go to the south-east and 


the gas through the line 


50% to the south-west. 


That's the real reason for the present location. 


A 


really the present location is 


NOvsk aon ce Chink “Lt Ss 


predicated on the kind 


Of split that you're talking about. I think as much 
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as anything, it had to do with the routing that was 
ultimately selected was the position taken by Alberta 
Gas mrunka pine. 12 connection WLtsene project, (and 


the points made by them, the studies resulting from 





that indicating that it was from their standpoint they 


felt it most desirable for that system to be located 
down through Alberta, parallelling their system, or 
in fact utilizing portions of their system, and parti- 
eularivateoking at the fact that ultimately in, the 
longer term, as reserves within the Province of 
Alberta declined, that -- and as reserves in Northern 
Canada, the potential, that.was. there, the expected 
potential for those reserves to build up, that this 
would provide a means as these events occurred in the 
long term to make use of facilities which were in 
existence, and also to make available this gas within 
the Province of Alberta. 

Q Welker sii. dea Ldn. bya 

A And as the studies 
progressed, and the analysiswre made of all these 
things, and the economics associated with it, the 
results of that were that it was a common decision 
supported by all members of the Management Committee, 
including Alberta GasTrunk» Line, that this was the 
most desirable route. 

Q Weldecsir le didn't 
Particularly want to get into the merits of using 
existing systems or not, but Mr. Horte seems to have 
led me into that. So Mr. Horte, why not connect your 


line just inside Alberta with the existing Alberta Gas 
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1 jj Trunk Line system and use those existing facilities, | 
ma the existing communications, the existing administration, 

1 | 
Tl all that exists now with the Alberta Gas Trunk system? | 
8 A Well, the reason is that 

| | 
> | those facilities do not have the capacity to do that. 

H | 
6 I am saying that in the longer term as those facilities 
| in existence become unloaded , and as additional volumes 

| \ 
8 | of gas are available from the north, the opportunity is 
>| there to do one of two things: Either expand the 

10 | facilities that we propose, or to contract for, always 
| 
a | knowing that you have the right to expand your own | 
~ He { 
t20 facility as compared to using somebody else's, to 
is) contract for unused capacity in an existing system. 
14 | | 
| | 
AS | | 
16 | | 
Le! | 
! 
18 }; 
H 
19 | 
20 | 
| 
2i | 
5. 
22 | 
| 
23 | 
| } 
24 | 
25 | 
| 
264 
3 | 
</ || 
HI 
28 | 
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Q Yes, sir, and 
yesterday you gave a learned demonstration of the 
effect of looping a system and I ask you sir, whether 
in terms of capital cost, leaving out ownership and 
so on and following your exposition, it would not 
be a less capital cost to loop the Alberta Gas 
Trunk system to build up to capacity, than, to 
build a whole new line from the 60th parallel to 
Empress and to Kingsgate. 

A LN vOlumeORLILON, yn, 
because the volumes are such that the loop thatlyou 
would have to put on ALberta Gas Trunk Line would 


be a complete loop. 


Q Starting at what point, 
sir ? 

A Starting the whole way. 

Q And is thatlyour evidence 
from Caroline on also? 

A Brom carolLineyons—- 


MR. GENEST: On to where? 


On up or on down? 


MR. GIBBS: Well, I believe 


the witness understood, he was about to answer. 


MR. GENEST: I would like 
to understand too, Mr. Commissioner. 
THE COMMISSIONER: WE1I, 


could we have that clarified? I thought it was 


Ony,down ,- but. am, le+s 


MR. GIBBS: That is what I 


thought and I am sure that is what the witness thought, 
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Sami. 
2) A Yes, *siryg Iethink’ so, 
3 on the volumes that will be available, it will 
4| require looping from Caroline, complete looping from 
-) Caroline on. 
6 Q Well, sir -- 
7 A I am sure that there 


8] will be a good deal of testimony on this subject 
9 during the course of the National Energy Board hearings 


10) where that will be gone into in depth. 





li} Q AVI right Osir.e® Then 
| we will leave it, but let me invite you again to say, 
to agree with me, that one of the prime influences on 


14 the route location was the assumption that 50% of the 





gas would go out of Canada through Kingsgate and 








sa | 50% through Mouncie. 

1? | A No, I don't think that 
| was the prime one. It was a consideration, but 

19 | not the prime one. 

20 | Q It was one of the prime 
21| considerations? 

22 | A No, I think a more 

aa prime consideration was the connection with existing 
24 facilities and the long term ultimate use of those 
| facilities including those of TransCanada Pipelines 
26 | going from the Alberta/Saskatchewan border to 

27 | Manitoba as compared to the possibility in the long 
28 term of those facilities becoming idle if one made 
a4 a direct connection across to Winnipeg. 

30 | Q Now? ts#ey<ttais a 
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basic assumption, is it not, that the volume. splits 
at Caroline will be equal with 50% going southwest and 


50% southeast? 


A I very much doubt that, 
Sir. 

Q Well, that is what 
Mo. Brackett toldius r= sold) thers Federal » Power 


Commission. 


A Those were assumptions 
made when gas volumes had not been sold. At the 
present time the -- let's take the case of the 
North Slope gas. The Exxon Corporation has 
sold 70% of their gas to the midwestern and eastern 
movement to companies -- 

THE COMMISSIONER: Midwestern 
and eastern what? 

A To midwestern and 
eastern companies, in other words, 70% of the gas 
that they sell will have to arrive at markets in 
the midwest and in the eastern part of the United 
States. The other 30% has been sold in West coast 
markets. That is Exxon's share. 

Q No, *that is Exxon's share 
of Prudhoe Bay gas? 

A Prudhoe Bay. With 
respect to SOHIO's Share of Prudhoe Bay 100% of their 
share has been sold to the midwest and eastern markets. 
Of the remaining gas,that is Atlantic Richfields 
gas in terms of significant volumes, 60% of their 


gas has been sold to the west coast markets. The 
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- remaining 40% to my knowledge has not yet been 

= committed. We do know that they are are negotiating 

3] for the sale of it so I "can’t say where ‘that 

4 goes, but let's assume thatall of it went to the 

>| west coast markets. That would mean roughly, and 

6! this is only roughly and I do not want to be 

7| accused of quoting individual companies reserve 

8 | estimates, but my understanding is that the gas 

9 || reserves in Prudhoe Bay are roughly shared and 

\ 

za this may be off to some extent, but roughly on 
ih to. third 

aie a third to third basis between those companies, 
a the bulk” of those “reserves. 

= So, what you are looking 
a at as a maximum, as I see it, from those three 
15} companies at least, if all of the remaining Arco 
a gas went to the west coast market, of in effect the 
17 | 60% of one-third that has now been sold, the 

18 | 


| other 30% from the other company that has been 
| sold, which gives you 90% of a third, and a remaining 
oul unsold 40% of a third, so if that were sold you would 


have 1303-o0r ay third as’ a maximum going to the 











si west coast market which would certainly be less than 

we 50% of the North Slope gas. 

aa With respect to the Canadian 
25 Gas, i don’t Know what™the split™of ‘that’ willbe. 

26 | Certainly a large portion of it I would expect the major 
4 portion of it would probably go east -- we do know 

a4 that the TransCanada is negotiating in that area and 

EMS 





| in recent conversations that I have had, I know 


|) Of no negotiations with respect’to that gas or being 
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Cross-Exam by Gibbs 


attempted to move that gas to west coast markets. It 
aeesn'’t go to say that ‘some of it won"t be. Whether 
thatltbuld in fact be taken off the system in Southern 
Alberta at the Caroline Junction and down through the 
Alberta Natural system to feed into some B.C. 
markets in southern B.C. or whether instead that 
gas would be taken off and tied into the north 
end of BGesek § weyecen an the north eastern part 
of B.C. and the Territories, I do not know the 
answer to that, but what I am saying is that from 
Caroline Junction on my best estimate would be that 
LE will not be a 50/50%split. It will be something 
more than 50% going eastward and something less than 
that going west. 

Q Anad| sir, would the 
Spliteer the*gas goimg east and west affect the 
tarivtt charges? 

A iMecannot Lollow'your -=- 

Q Well, would cne 
tariffs be different if 80% goes east and 20% goes 
west as between those two lines? 

A In the routing selection 
through Alberta, nee was agreed that the 
average from Caroline*on, or°ift"you’ like;©the mileage 
Situation for the east and the west movement would 
be averaged for Mcf-mile allocation purposes. 

Q Well, sir, if the end 
result is that 80% of the gas goes east and only 
20% goes west, will that not affect the location of 


the line down from Fort Simpson, south? 
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A i Vdovmncot thank «so ; 
no. 

Q And it is your evidence 
here that -- 

A It all moves down to 


Caroline, jalbiorei tygandethen you: split rit: 
Q And it is your evidence 
here that what I said about the assumption that 
50% will go west and 50% would go east is not 
a correct sstatement? 


A It was an assumption 


made at that time and will certainly qualify it in 


allvour applications tovwstate that musiwas: just cthaite. 


Q But it is the assumption 


that underlies your design and the location of your 
faci itches: ismit Git 

A It does not underline 
the design and the facilities north of Caroline. It 
will effect, depending on how that gas splits, the 
design of facilities east and west of Caroline 
and facilities,connecting facilities on the U.S. 
Side of the borderas well. 

Q And that assumption 
aiso is, sir, that 50% of the Canadian’ gas. will -go 

out across the 49th parallel? 

A That was an assumption 
made for rate estimating purposes and you and I have 
been through this several times, and I might just 
start off right away by telling you thatin my opinion 


fedon't athinksany of the Canadaiamifgas mei bl igo across 
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i the border. I think all of the Canadian gas will be | 
2) required in the Canadian market that we now see | 
: available in the Mackenzie Delta, and of course, it 

4 doesn't matter what I say, the National Energy Board 
5 | is going to make that determination in any event. 

6 | Nobody can export gas out of this country without it 





7\\ being determined to be surplus to Canada's needs. | 


| Q Ana taker,» Sri,’ ehat 

g | that could make a difference to the design of the 

10 | tTaciiacres #south .oOf Caroline? 

a A i have -savdithat the 

12 | facilities south of Caroline I am sure when all the 
13| volumes are sold, are going to have to be redesigned | 
14 | to fit the volumes actually moving in the two directions. 
15 | Q Pi eer Cie SL) 4 8 NOW would, 
1a you turn to page 9 Of your prepared evidence. | 
17 | And there you are | 


18 | speaking of pipeline looping -- 

















19 | A Yes, 
20 | Q #- towards the end of 
21 | the page you say eventually as you continue to 
2£2/| increase the capacity of the pipeline by adding 
23 additional segments of loop you will end up with | 
| | 
24 | a duplication of the existing facility, but this | 
25 | is done over a period of years and only as 
26 | demand and supply demonstrate the feasibility of 
27|| increasing the capacity of the system. 
28 | A Yes. 
29 | Q How, sole. Lon that | 
30 | demand and supply demonstration of feasibility also 
| | 
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l a basic principle applying to the initial construction 
> of your pipeline? 
3 A Well, 1 dorenet 
ie know how you apply looping to the construction of 
5 the Original pipeline. You have got to have a 
g | continuous system if you are talking about a pipeline- 
| Q I want to extract your 
4 words that feasibility is demonstrated by demand and 
>| supply and suggest to you that that also applies when 
io) you design your original system. 
n ! A Yes. 
| Q Feasibility turns on 
al the demand and supply. 
i | A Oh, yes, Sir 
| Q mes. | 
ral A Lam sorry, 1 misunderstood 
el your question. 
13 | Q And it also, the supply 
.| and demand supply determines timing of construction. 
| A Diets 
5 Q Nesrastt.. BANC) SO; -Sir, 
+o come — 11) order EOP dO Your =— ito prepare your timing 
Be | and do your design, presumably you have done demand 
At and supply projections to support the 48" size line 
| from Prudhoe Bay ‘to Travaillant Lake? 
| A Oh, we have done supply 
| and demand projections which show the feasibility 
2g | of the total system. The total system that we put 





forward in our application -- you cannot take a 


particular segment and divorce it from the overall 


system. 
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Q Well, surely -- 

A The economics of an 
Overall system. 

Q Surely unless there is 


a demand and supply that shows the need for certain 
volumes of gas at certain times through the link from 
Prudhoe Bay to Travaillant Lake, unless that's demon- 
strated, you won't build the link, will you? 

A Well, if there's no gas 


and no demand, you obviously wouldn't build a link. 


Q Ghat "sh rightansSo then you} 


Start with a supply and you try and design your link 
to meet projected demand. 

A Apt iced patecin=n you design 
it to meet the, what you know is the situation as it 
exists at that moment, and anticipate as best you 
can within the feasibility of economics of the total 
project how much, if you like, excess capacity or 
over-capacity you can afford in any: system. 

Q Yes,wand that; is carried 
out by projecting supply availability and demand for 


Ehatusupply) into, themfuture: 


A Nest. 

Q And then you have -- 

A That's one of the ingre- 
dients. 

Q Yes, and you have done 


those kind of projections? 
A x eh 


) By whatudate,iMr.; Horte, 
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do your studies show that the full capacity of the 
Prudhoe j : 

Jateralvtoe Bay, will be required by the demand 

and supply for Prudhoe Bay gas? 


A Laican!.t. Gaver vou any, 


definitive date other than to say to you that with 





the known proven reserves in Prudhoe Bay of 24 trillion 
cubic feet, the anticipated initial volumes of two to 
2 1/4 billion cubic feet a day, as I've mentioned, I 


would anticipate! that if no additional) reserves were 





discovered in Alaska with time as the oil is produced, 


| 
the gas oil ratios increase, that the volumes from | 
Prudhoe Bay itself would gradually increase over a 
20-year period. Now that isn't obviously the only | 
factor That area iS Similar to the Mackenzie Delta | 
area, iS an area where geologists anticipate future 
discoveries of gas. I can't put a specific timetable 
Onmchat, As ivsay,, Lt may wells bews- -and al vsaid 
in my testimony -- that on a straight economic basis, 
these are things that ae only known after the fact, 
it may be that on a straight economic basis a smaller | 
diameter may prove -- it may prove to be that a ein 
diameter in that area would have been a wiser choice 
in terms of straight economics. I don't know, but 
looking at all the possibilities and also oe 
aonshees aes it seemed to us on a judgmental basis 
tha. atoils. wast Aegood sizinggto.go..for,-and,,the overall | 
economics of the project supported it. 


Q Mr. Horte, all you've 


got is half of the equation -- the supply. Now the 





other half, surely, is the demand, and without the 
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Cross-Exam by Gibbs 


demand all the supply in the world won't justify build-! 
\ 
ing a pipeline. 


A Do you really question 





whether there is demand for Alaska gas in the United 
States when the curtailment of existing supplies on 
some systems is as much as 30% of looking after | 
existing customers, let alone expanding to new customers? 

Q No sir, I am suggesting, 


what I'm asking you is when your demand studies show 


that that lateral will be used to Capacity. 


A As soon as gas volumes 


are available, I think the demand is there today. 


Q And soultssgnottany 





question. of«market buildup; it's «a question of the gas 
being vavaa lable bOutill the Line. 
A Yes@sixz: 


Q And that could well be 


within two years of construction. 


A I don't know how soon 


that willbe, it could bet yes. 


Q It depends on how quickly 
wells can be drilled and plants constructed for the 


gas which is not associated, is that the key? 
A New gas discoveries, yes. 


Q And (sO; (sir, hyauvmay 
| 
be into a looping program there, not three or four or 


| 


five years after completion of construction, but within 


one or two years. 





A I would very much doubt 


that, sir, because the system when initially constructed 
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7 will commence at a volume throughput of three to 3 1/4 
ey billionecubic tect a day. Lt has room to“expand ats 
a Capacity to 4 1/2 billion cubic feet a day, simply 
| | 
“| through the addition of compressor horsepower. I'm | 
S| talking of the segment from Travaillant Lake south, 
e! that's the mainline. The northern laterals each have 
"| a capacity by the addition of horsepower to each 
7 espana to,an, amount of 4 1/2 billion cubic: feet a 
| day. 
10 | Q Welt, Mim Horte. “1t."s 
11 really getting oO this question of Iooping where 
ll Lae crying co. arrive at, and I'm surprised that you 
a Bhe NOC Vaore mn your planning and "your projections and 
ee your forecasts of supply and demand to do more than | 
a give a range of when the looping is likely to start 
=e | On tial “lateral, and that's all *you can just say 
| within some period of years after the completion of 
al construction, | 
all A Les. 
20 | Q And you have no more 
a finite forecast than that? 
: A Picts veally dont think 
| frankly, if you want my honest opinion, you can have 
any all tie forecasts you like, they really don't honestly 
ad mean that much. But we are anticipating, however, 
26 | which I've stated, is that because of the potential 
a in these two areas we think it would be improper or 
“ it would be wrong for us not to put forth an opinion | 
“| that additional reserves will be developed in these 
= two areas which will require the looping of a facility | 
| 
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1] which will suggest it be built in the first instance. 
i 
] 


Now what, the timing of that is, I think you can get 


3] as many guesses as you have estimators. 
4| Q Well, sir, it seems 
5 | likely, does it not, that notwithstanding your regard 


6. for that sensitive area, there will be construction 


activity between Prudhoe Bay and Travaillant Lake 


a | every construction season.from the time you start. 
3 A No, £ don't, know, that. 
10 | The volumes that we anticipate from Prudhoe Bay, if 
11] no other discoveries are made, would stay at the 


tWowor i 0ly/ 4 billion cubic feet, .a day. level antil 


13 | volumes increased from Prudhoe Bay itself. I don't 
140 know when that's going to happen. 

15 | Q Sir, you've designed a 

16 | facility capable of 4 1/2 billion cubic feet. a day 

17 | on your confidence that that's the amount of supply 

18, tnere: is going) to be to-go through it. 

19 | A Tec bit coon. t isay, 

20 | that it's going to happen every year. 

aq Q And you designed it so 

22 | that in the initial instance you put in only the 

23) necessary compression to move two billion cubic feet 

24 | a day. 

25,1 A Ves 

26 | Q And the next year you 

sal expect fo..put, in, enough to’ move it up to 2 1/4. 

28 | A And it remains & that 

25 throughout our projection. 

30 | Q And then you have still 
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Cross-Exam by Gibbs 


more compression you can add to get up to 4 1/2 billion 


cubic feet: 





A Absolutely. 


| 
| 


Q And you, as I understood | 
you yesterday, think that it might be within a range | 
of three or four years after completion of construction 
when you start your looping program. | 

A Lehn eehnat. 1s certainly, 
a, possibility. 

Q Pua in the” interim, period 
im, Order to move the capacity up to 4 1/2 billion | 


cubic feet a day, you'll be adding compression each 





year. 
A From Travaillant Lake 
south. | 
Q No, trom Prudhoe Bay to | 
Travaillant Lake. | 
A Not each year. | 
Q Are vou going €O gO in 


then and put in all the extra compression in one year? | 
A NO; but the prejyection 
(hateteesec, forth in «thus application for Prudhoe Bay 
during the five-year period that I discussed goes 
from two billion in the first year of Prudhoe Bay 
productton, to 2 1/4 and remains at that, and you will 
added 


not see additional horsepower during the remaining 


three-year period from Prudhoe Bay right in the 





application. 
Q Rvewhy NOU, (sii, af the 


supply is there and the demand is there? | 
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Cross-Exam by Gibbs | 


a A I don't know that the 


Supply is there today. 


ips) 


3) Q Well, we're sort of 


4| going around in a circle, but I thought you designed 








5 48-inch confident that the supply was there. 
6 | A Well, we can go round | 
Fi and round on this. I don't know how I can better | 
explain our thinking and judgment that went into this 
planning than I've already done, sir. 

10 | Q And notwithstanding your 


confidence, just to make certain of it you are not 








able to point to a date when, or a year when looping 


13 | is likely to commence on the Prudhoe Bay lateral? 
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1 A Nowe Can't. 2 First of 
| 


all, before any looping would commence on the Prudhoe 


ie) 


3 Bay lateral, you would have to have supply volumes 


which increased what is now anticipated from Prudhoe 





| 

| 
5 | Bay, you would have to approximately double that 
6 before any looping would be necessary on that lateral. 
7 | You would do that by adding horsepower for the 


fist two and a quarter billion cubic feet a day, so to 


9 | the extent that the volumes grow beyond that, then 
l 

10 | you would require looping. But you do have built 
! 
in as compared to the vokumes now estimated to be 


12 | avalable from Prudhoe Bay, that 50% of additional 


Ha) excess capacity to be utilized before you 


$4 start looping. 


15 | Q Lets curn to the 

16 | Mackenzie Delta lateral. 

v7 | A Yes. 

18 | Q Mr. Horte, do you have 


19 demand and supply studies to support the feasibility 


20 and timing of that lateral? 








24K A Well, we -- our demand 
22 studies would indicate that that gas, the volumes that 
23 | we see will be required in the Canadian market, can 


be absorbed by the Canadian market. 


25 | Q And you have supply 

26 | studies which demonstrate that 48" for Mackenzie Delta 

27 | is the appropriate size? 

28 | A Wedd I. can only go through 
29 | the explanation again that I gave yesterday, if you 

30! want me to do that? 
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A Yes, they are -- 
Q And they are =-- 
A -steonslutants that 


we have retained to make these estimates and they 
will continue to make these estimates and evaluate 
the situation as time goes on. 

Q And sir} as-of ‘Wanuary 
OtNI975" yourmforecasters predict that by the end of 
1979 there will be in the Delta Beaufort area reserves 
Siesomey 21> trail vontcubic: feet? 

A © Ythonk teh sii ‘a 
forecast Of a learned proyection, yes 

Q And -- 

THE COMMISSIONER: Excuse me, 
Mr. Gibbs, whose forecast is that? 

Mis “GUBBoOe «Wed lA4sir, 1 
Sector, hesutate: to mention. this. This is a document 
which I tried at one time to introduce in evidence. 
It is section 14+B, National Economic Effects of 
EhemaAPplicantsipropesal.4¥ it UsvAretic® Gas's own 
filing with the National Energy Board. 

HE COMMISSIONER?» WE11>°now 
we know where the figure comes from. 

Mk. (GLBBS< 

Q And your forecaster, sir, 
Shows that deliverability of two and a quarter 
billion cubic feet per day will be reached in 
early 1984 from the Mackenzie Delta. 

A That is a projection, 


yes. 
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Q And that deliverability of 
A172 billinn cubic feet per day willbe reached in 


early 1986 from the Mackenzie Delta. 


A I am assuming you are 


heading out tneseccurate igures. I don't recall the 


Sspecitic fagures. 

Q Yes, I am reading directly | 
from your document. 

THE COMMISSIONER: Now, 
Whatawas the last figure: Iéigot 2 1/4 billion cubic 
feet per day by 1984. What was the next. waigure ? 

Mea Glees: 4° 172) bilizon 
cubic feet per day by early 1986, sir. 


THeeCOMMISSIONERS; That is 





from the Mackenzie Delta lateral? 

MR GIBBS: Yes, sir -- into 
the Mackenzie Delta lateral. 

Q Dna tse, Mr... HOrte, if only 
the supply side is considered, isn't it followed that the 


Tooping of that lateral will have fo start about 





1984? | 

A I though that you said | 
that it didn't become loaded until -- on that mojection 
nti 1986. 

Q Pramecsorry, until. 1986. 

A If that were the situation 


and those projections turned out to be accurate you 





would have a fully loaded system on that lateral 
by 1986 md to the extent that additional reserves 


were discovered subsequent to that and were such that 
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Cross-Exam by Gibbs 


they weren't required to maintain deliverability of 
the existin_g contractural commitments and therefore 
some portion thereof or all thereof were We ba Zed 

for looping, then obviously you would then require 


looping thereafter. 


Q Yes, and from 1986 you 
would require looping until -- continuously until 
1990 when your deliverability forecast will reach 
about, 6 4.bi1 1] ton cubic, feetya, day. 

A Those are projections of 
what may be available from the area. I don't think 
that one can go from those numbers and decide today 
that a looping situation should take place when 
that eavailabilaty oLugds: as.-there.. -1t, will 
depend upon the total reserves there, not just 
the availability of gas to determine whether it is 
2EcOUnG, EhingesOu~n Lact loop at that point .in, time 
or some of those newreserves are required to maintain 
deliverability in older reserves. So, you 
can't just make that. jump like that. 

But before we get off this 
subject, I would like to make this point and that 
is that those are simply projections. The situation 
today with respect to the Delta reserves, we 
estimate the reserves in the area that we now know 


exist eto wbesau, abou, jo .l/2 ma blaen, cubic. .téeet <a 


Cave uel: Me JALe wong, in Our Eo yections .-~ 
THe COMMLSSTONER;:. ,Excuse me --+ 
A Yess 
Q I am sure that you did not 
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mean that, did you? 





A bal JecoLl Lion cubic 
feet of reserves, SOrry. | 
Q wes. 
A Did I say Dillion cubic | 
feet a day."? Those are the present estimates of | 


our reserves. If we are wrong in those projections | 
and the volumes of gas increase slowly in,the discoveries 
of gas increase slowly in the Mackenzie Delta, 


or don't in fact increase, you still have a very 





economic means of moving what you have got there to 
the market place in Canada as a supply of energy and 
the reason for that is that that volume, albeit a | 


smaller one, when combined with the larger 





volumes and the proven reserves in Alaska of 24 billion 
cubic feet, make it economic and you therefore do 

not have to take the risks and even if you have 

over sized that 45 -- that 135 miles of 48" lateral 
to the Mackenzie Delta, the overall economics of that 


project are still sound. 
MR. GIBBS: 
Q Yes, sir, but thse 


forecasts, Mr. Horte, are put forward because they 
represent your company's best opinion of what is 


iakely to happen in the future. 





A BUGete wo Stitt a forecast 
sir, and it has many risks, and they are risks just | 
like the forecast made for development and reserves in 
Alberta where everybody was forecasting the rate 
Me Giscovery to Continue at the rate of three -- 


2 1/2 to 3 trillion cubic feet a year five years ago and 
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Since then they have averaged less than one and a 
halt. 

Q And these forecasts 
are put forward intending that regulatory people and 
interested parties will rely upon them as the best 
prediction of what is likely to happen. 

A They can rely upon them 
as certainly a prediction of what might happen. 

Q Not what is likely 
to happen, sir? 

A Of what might happen, 
Cehtagn ily, 

owas Cte odes guess, 
is that what it all means? 

A As a best guess at 
the time that that study was done and I say that 
when you are forecasting futures, it is very important 
Miateyauetrace the rate of the discoveries that are 
taking place each year, that has an impact and a beating 
upon what you think is going to happen. If the -- 
if this last winter and during next yea, etc.) 
certainly the evaluation of the development in the 
Mackenzie Delta may change. It is only based on 
the best information that you have at the time. That 
information improves as additional drilling discoveries 
or dry holes are found to be the case in a Part2cu lar 
area, so what I am saying, that was the best estimate 
at the time that that was made. 

Q Then sir, if these 


forecasts are to be treated not as even probabilities 
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if but only possibility because they are predicting the 


future which is what I understand you to say. 


ho 


A Yes. 


Ww 


Q Then I suppose that 





| 
| 
5 | applies to your whole project, becaus2 you #re ? 


6 | forecasting what capital costs will be, you are forecasting 
7, steel availability, you are forecasting logistics, | 
| 
8 | you are forecasting manpower. Where is --what can 





9 we takeshold of and say this is firm? 


A Well. I would say that 





11} when you are forecasting material items such as 
yousarelbalking “about, ere., that is something that 
13, you obviously can get a handle on to a much greater 
ma Gegree than you.can get a handle on something below 
15} the ground thatlyou really do not know exists until 
| VOUS aCe dab fore t and find out. 

17 | Q Well, maybe we translate it | 
: by saying that no forecasts are totally reliable, 


but some are more reliable than others. 





20 | A Ie Ghiniethateis a fair 
statement. 

Q Patents, Sir. Lets 
go back to your forecasts and consider the other half 
24 | of the demand supply equation for the delta gas, and 


25, | your forecasts sir, and I reading from table 5 on page 8 | 


26, Of volume 14-B of your filing with the National Energy Board. 





yah A Yes, | 
8 | Q YOur forecast in January of | 


oH 2975 1S that none of the gas from the Delta or the Beaufort 


30 |Sea is needed in Canadian markets WHEL 1984. 
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V4 lis, HOrte 
Cross-Exam by Gibbs 


A Yes, and I'm sure you've 
read the testimony associated with that, that the 
demand supply hearings before the National Energy 


Board where we went into that in great depth anu 





the assumptions that went into that, which I say in 
very quick summary, that involved a continuation 
of not the present discovery rate in Western Canada,but 


| 
assuming that incentives, etc., would be there which | 


would restore the drilling activity ;sthe discovery rate 





that had been experienced some years ago. 
Secondly; ethat the infield 


drilling in existing fields to maintain delaverabi lity 


would take place to a very large degree, which has 
not happened, which we testified to. I think you 
went through that whole record and I think it's pretty | 
Clear, and if you really want testimony on that area | 
invthis hearing) IMthink frankly that you know, I can't, 
~~ I would like to rely on that testimony which went | 
On for days, sir. 

Q Well, “sir, the document 


filed is his forecast in January of 1975. Now if you 


tell me that it's not a reliable forecast of 





Canadian demand, I'll leave it alone, because it seems 
to me that you must put up some forecast of Canadian 
demand to justify your economic feasibility of the 


48-inch line and the buildup period. 





A eel pute iS this “way, | 
it was our best estimate of the Canadian demand; but 
the subject you and I have just been talking about -- 


a 
you just switched -- was Supply, and I'm telling you 
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Ve ines Howmtce | 
Cross-Exam by Gibbs 





1 that that forecast in there, in my opinion, is not | 
2) a good forecast in light of the situation as we see 
3 it today, and that was testified to at length. | 
4] THE COMMISSIONER: Well, 
S| excuse me, you mean, the sLorecast' an the filings of | 
6 | January) L975? 
7) A Yes. 
3 | Q You no longer rely upon than? | 
9 | A With respect to the 
ae availability of gas from the western provinces, I | 
| certainly think “those” forecasts"are == | 
? 2) Tiey are not always the 
i3 demand picture? 
a4 A The demand for gas from | 
ES | other sources, yes. 
16 Q But the figures cited 
| earlier about the Mackenzie-Delta supplies -- 
18 | . A We have not revised enosa, 
=| Q EMsee . 
20 || a No sir. 


ole MR. GIBBS: Q And presumably 


3) 
fo 


to follow that up, you will propose to revise these 


J 
a 


S | supply requirement balance figures that are in 14-B 


filed in January of 1975 as they're no longer reliable.) 


yc { if 


A Let's put it this way, 





a great deal of testimony was put on these in that | 
record Waren’) Ghank=quali fied as -Il*vectriedntoidse 
here in a few sentences and can't do very effectively, 


“i the assumptions, etc. in that forecast, and the fact | 


=... that many of those assumptions in light of the then 
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ALL WEST REPORTING L-TO. 


SURNABY 2, .8..C. ta eA Horte | 
Cross-Exam by Gibbs 
1 me | 
1| circumstances when testified to, appeared to be overly 


Optimistic assumptions. In the final analysis, having 


ho 





3 | heard all of that testimony, the National Energy 

4 Board will be coming down, as I understand it, with 

5 | a report any day. They will, with the responsibility | 
6 they have, be assessing that whole situation and | 
a coming up with their own findings in that regard, and 


I think ther own findings in this regard are going 


2 | to be very important and pertinent to the situation 
10 | with respect to this pipeline and where gas is going 
Lif tO ge, and Ehere.s not really much,point,in my 


Dissiudgingsethat.., BELsywqoing to be available. 





13 i Q Well, Mr. Commissioner, 
i4 my quandry is this. This witness has testified that | 
BS | as a test of timing and feasibility one takes into 

16 | account demand and supply, and he has with some 


qualifications, confirmed his supply projection, but 
us | we're missing the other half of the equation, demand. 
MR. GENEST: You keep switching 


on him, «Mr.sGibbs., 


bo 
t 


| ! THE COMMISSIONER: Well, let 


ine) 
tO 


| 
{ Mr. Gibbs just complete his statement here. 
ee] MR. GIBBS: He's no longer 


24 | prepared to rely on his demand figure. Now -- | 





23) A I don't understand what 
YOuLmMean by demand. «Lf syoure talking about See: 
market demand, that's our best estimate of Canadian 

Matket demand. If you're talking about as a demand 


i element, the difference between the SOU te PA ot 


| a Southern Canadian reserves to look after those 
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LWEST REPORTING L.-TD. 


BURNABY 2, 6.C. NF ine © Tate 
Cross-Exam by Gibbs 


23 | projected market demands as another demand with 


respecte Ltommorthernngas),< then Inwouldosay’ that 


| 
3] element of demand, if that's what you're calling it, 
4 | would have been changed, yes, during the course of 
5 | that testimony. 


6 | MR. GIBBS? 4Well,|CMre 


Commissioner, perhaps this matter might be cleared up 





ey a little more quickly if my friend would withdraw his 

9 | objection he made some time ago to the marking of | 
0 | this document’ as an exhibit, and then I can point, | 
| as the witness can, page by page and column by column | 
2) as to what we're discussing. : 
3 | A I'm in the hands of 
4 counsel. I would only add this comment -- | 
> MR. GENEST: My friend is 

6 | free to read from those excerpts which he feels are 

ai necessary to his cross-examinataon :; 

3 MR. SCOTT: Surely, Mr. 


Commissioner, at this stage the whole document should 
D | be put forward. You will recall that it was presented 
earlier by Mr. Gibbs because he wanted to ask some 
questions about national economic impact , and there 
was an objection really to those questions rather than | 
to the document from Mr. Genest. Your ruling was | 
i imat, bess). tecall it, Ehatethat matter should not-be | 


pursued and it therefore followed that at that stage 





Eh@sGpart Gf thetapplication did not have to be, and 
should not have been marked as an exhibit. This part 4 


of the application as I understand it is now 
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V.L. Horte 

Cross-Exam by Gibbs 
to determine what will be built on the two laterals, 
if not elsewhere, and the determination of how and 

and Lt 

when it will be built’/seems to me that to that extent 
the application now =sathat part, of the application 
becomes relevant and should be marked. 

MR. GENEST: Mr. Commissioner, 
as long as it's understood that by having it marked 


I am not to be taken as agreeing that every part of 


that document becomes relevant to these hearings, I 





have no objection. 

MR. GIBBS: Perhaps my friend | 
has a copy then that he can produce as an exhibit? | 

MR. GENEST:-Wehi,; Lethit»be | 
understood, I think Mr. Gibbs is tendering that as 
an exhibit and I have no objection. i Stzreulate 
that it's been prepared by us. 

MR. SCOTT: I think everybody 
has a copy, and surely we can find one that can be 
marked. 

THE COMMISSIONER: Everybody 
but. me’. ‘ | 

MR. SCOTT: Everybody but the 
Commissioner. 

SECTION 14 (b) 
(APPLICANT'S PROPOSAL ‘TO Mite MARKED EXH UBT | 
130) | 

MRssGENEST: The applicant's | 

proposal, is that the one? 


THE COMMISSIONER: 


What exhibit number does this have, | 
| 


Miss Hutchinson? 
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THETSECRETARY ® SNO 50130. 


THE COMMISSIONER: Let me make 


it clear that I am allowing these questions so that 
this Inquiry can pursue with its task of examining the | 
likely impact of the construction of a gas pipeline | 
and all its ramifications, and the question of looping | 
is very important because we have to determine whether | 


we are faced with a three-year program of construction | 





Metne Sierth yor -aseLrogram of construction that will 
last over many years because considerations of | 
supply and demand will necessarily lead to looping 
along the line over a period of years. 


Now I'm concerned with the | 





question whether this Inquiry is looking at a three- 
Wear Project, om alten-year proyect,. andi want it 
understood that I'm not about to resolve or even to 
consider these questions of supply and demand, because | 
those are questions for the National Energy Board. I 
want that understood. I'm sure counsel do understand 


that, but -- | 





MR. GENEST: I understand, 
Sire | 

Mit, "COMMISSIONER: Well Mr. 
Gibbs derstands it, too. 

Mee SCOTT: Well‘ Mr... Commis- 
sioner, I “mM not- sure 1 understand it.* It may be and 
perhaps this is what Mr. Gibbs is leading to, and it 

may have to be dealt with later, it may be that some 
kind of preliminary resolution will have to be made as 


to those questions before you can judge whether the | 
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construction program that confronts the north is 
three years or ten years. 

THE COMMISSIONER: Ohn yes. 

Mee VSCOimN:, S6,itape” this 
Inquiry may be faced with not the same question, and 
not to be decided with the definitive manner in which 
the Energy Board will consider it and decide it, but it 
may have to make some kind of preliminary determination 
about those questions. 

Pie COMMISSLONER: OH yes , 12 


eyen 
ean Menno evens going to’ go. that far with you: at 





crs polity: Mi. SCorL. But we're certainly examining | 

these matters with a view to determining the likelihood 

of loopang. | 
It occurs, to me, that, when 

wembreak form lunch -~Me. Scott, that Mr. -Genest and 

Mr. Gibbs and you might get together and see if you 

can develop a procedure under which it would not be 


necessary for us to review in extenso all of the matters 


i 


that Mr. Gibbs and Mr. Horte covered at the Gas Supply 
Hearing before the Board. If the Board 1S coming 
down with a determination on gas Supplies, very soon, 
and according to the papers they are expected to, that 
might -- I am confident it would be, would shed a | 
great deal of light on this whole controversy and | 
we might be better off to consider those matters when | 
Mes) Horte! retwrns:iin June. 
But however, you gentlemen 
might consider that over the lunch break and if you | 


can't work out an agreement, we'll just carry on. 
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EPORTING LD. 5676 
ee ae V.L. Horte 
Cross-Exam by Gibbs 
MR GIBBS: Mr. Commissioner, 
in Exhibit 130) “andér* the tab SeGtionel4—-B the 
second blue tab, on page 6 there is a table entitled: 
"VYabte ay etrendseqas projection, T.c.F." 


ifm SOrry, “yes, tabler4, witrendpgas *profectiony Tic. F. 
on page 6, and it was from that table that I was 
obtaining the numbers with which Mr. Horte agreed as 
to reserves in 1979, and that number of 21 trillion 
cubic feet was obtained by adding the column, the 
numbers under the column headed: 
"Mackenzie Delta" | 
down to and including 1979, and the numbers under the 
column, 
“Beaufort Sea" 
down to and including 1979, and then totalling those 
together, “and ‘that comes towZ2ittriidion-cubicifeet. 
Mry Commissioner, 2f you'll 
turn then to table 5 on page 8, it was the figures under 
the second=last’ column of that’ table, | 
"Deliverability from northern trend reserves | 
to Delta-Beaufort" | 
that I obtained the daily deliverability figures, anueH 
Zeput stomMreshorte, Vand thatvurstthatwthere*wouldube 
2717 2abiliwonw Cubict feet: perudays : 


THE* COMMISSIONER: i\I'm at | 





Table 5 now. Could you tell me again what we're doing 
with Table 5? Forgive me. 

MR. GIBBS: Well, from Table : 
o == and Teshould! point out, sis ythatothat] iss quoted | 


in annual volumes, not daily volumes, and as a matter 

































¥ 2,00 amd “i que brews , >. fens 

"9.9.7 \ ootsortougnueep, Bes u «& (aed BS YW YOON MEE 

esw I geds sida 2 io vow 2h bas a epsg do 

ce besten oavot) AM ORAe Reiw cxeeia aapenanbtate. Val 
mort fint I$ iwotetian Seis bas ,- OVC at eevzeRet og 

ony. .iimelo. et patina gd ben endo esw ge? oédso ¢ 


sbobicesl anv oo eid sebar atedmn =" 
“ sted obemeniosm" |= | 


|) ed? soba etaciin sia fae Vere! petho font bie ms nwed a) 
yrimeLoo es 
“see trolyssh” +t 

exods eorhteros aatit baw -eT?L potiwiont bap od pwob ao 
j40% Sites wGitiiug 9S od saomoo Sets Bas ~semsapos a 
» 


[ipo th . $4robceimaS 21M ; - 
yoabry. eoxvei? outs Beweti ,f seen te @ elee2-oe nadd mag 
| pide’ Iras To mawios tasi-brooee ofa 
) sevrreeet ners motiio: morr varhtdayevifed"® 

‘suo tgasd-ns ied, oe%). 
Avivw ,eotupst? wiitdssoviteb yits® eft-Pealesda teas 
sd bipow @zen2 tedd tk wh bie (Oto .IMLo: | 






yabevay geal oidus 
2G «* ZeeRAnOLceIMMoOD wae ‘ : 1 ae 
reebok oa" aw goae cispe ow Pips ‘apr eee, a tens 
*, a0 ov Lex0% ‘<a ieee 

shéet mork (ifew -28um) aM _ a i 77 
noyoup “eb aede tors che duo satogbisota Teams “PES 
7 7 : ~ 7 plapbioay sy - pi 
<sJu nT @ gel bts ,2auitov ylieb gory: rites me 
eo 

a 8 





5677 


V¥L..Horte 

C ross-Exam by Gibbs 
Of matnematics, 2 1/4 billion cubic feet per day 
comes to 822 billion cubic feet per year, and it was 
from the column headed: 

"Delta-Beaufort," 

the second-last column, that I put to Mr. Horte the 
numbers with which he agreed, that in -- sometime in 
1984 the daily *delivefability of 2°1/4°billion cubic 
feet per day would be reached somewhere between 787 


pervyear and 174 °perm@year,-and that in 1985 the 
tra lion 


1 23 billion cubic feet in that year is slightly more 


thanvaoublersZ257so its a little over 4 1/2 billion 
cubic feet per day, and I“had MresnHortewthen agree 


that if those projections were correct, looping would 


| 
| 





have to start in 1986, if the increased deliverability , 


was to be carried through the line. 

NOW Chis point, “Sit, 
what) I mitrying Col discuss swithenr.. Horteciscthe 
column headed: 

"Surplus or deficiency excluding northern trend 

gas =" 
Mr. Horte has pointed out to me that I was using the 
expression "demand" incorrectly, that what I should 
have said was that that forecast shows that there 
will not be a deficiency requiring Delta-Beaufort 
supply until 1984 when the deficiency is shown as 
186 billion cubic feet in that year. 

Q Thatesiwhatl» that 
forecast shows, Mr. Horte? 

A YesGuUl-would likesto 


point“out thes third column which shows deficiencies 
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Vie amor Le 
Cross-Exam by Gibbs 


excluding trend gas and make the point to you sixthat 
trend gas is only.ansestimate, whether it’s in Alberta, | 
B.C., Northwest Territories or elsewhere. 

AHO echasPpey~en@igas is a || 
projection of what might be develcyed in Alberta and 
B.C. in the intervening period. That may be available 
to the market and it may not be available to the market. 
Leer Ss mot apound yp Cittisart si mint discovered,;it, wont | 
be available to the market. 


PHE (COMMISSIONER: ‘Butch at 


is found, then -- 





A Then you wouldend up -- | 

Ov then youmwon it have eet 
deficiency. 

A Then you wouldn't have 


that deficiency. 

MR. GIBBS: You wouldn't have 
tie “derictenrcy "065.86 “bill ton fin984,) isicthat what 
you “rewsaying, 4MroAmorte? 

A iMantsaying vthat crf that | 
trend gas were not found, which is projected from 
Alberta and B.C. reserves to be capable of producing | 
2 Cod) MonMlISMin wl 9847; crhat Pithateis not found | 
that the deficiency shown over in the column you earliar 


referred to of 186trillion would instead become 186 | 


billion, would instead become 186 plus 1,115. | 
tae eCOMMESSLONERS Fi Sthink 

that we will adjourn now.  BHinkegcnatoOMEarscatt, 

tliat youTmignt == L réeally*urgenyoulito gatstogether 


with Mr. Gibbs and Mr. Genest and perhaps even 
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Cross-Exam by Gibbs 


} Mr. Horte as well, at lunch to see if you can't make 


bo 


some headway on these figures that we're wrestling 


of with. I want to know whether an examination of 

4 | these -figures reveals:that ‘there is a very real 

5 | likelihood of looping, not only from Travaillant Lake 
6 south to the 60th Parallel, but whether there is a 

al very real likelihood of looping from Prudhoe Bay to 

8 | Travaillant Lake because that, if it occurred, would 


7 || MeenMconcinuing sonstruction along the North ‘Coast . 
10 | Thee] coping irom Wravaillant Lake ‘south to 60 ‘would 


+ I mean continuing construction along the Mackenzie 





le River, and of course if there were looping from 
AS Richards Island south to Travaillant Lake, we would 
14> | have continuing construction on the rim of the delta, 


and if finally, the route that were to be approved 


te 
on 


were the cross-delta route, that would mean you 


- 
} 


Je | would have continuing construction at the mouth of 


b+ 
OO 


the Mackenzie Delta. So I am concerned whether what 


Lo | is proposed is a three-year project, a vast northern 


ine) 


o | construction projectéver three years, or whether 


|| what is proposed is really in all its ramifications 





a project that may well involve continuing construction 


p) 2) 
Pa ine) 


23) in the north over a period of ten years. 


Now, the National Energy | 


t 
cs 


eae pene ebh ae Lteptasks! andi tIas*no party ofmy job ‘to 

al infringe upon it in any way. But if you gentlemen can 
| make some headway in sorting out these figures, or at 

“8 | least sorting out the approach we ought to take to 

al them, bearing what I have said in mind, then we might 
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GwicLeLeamIVot VOU, Meo Gibbs. piss -.a relevant 


line of questioning for my purposes, the purposes I've 


Outlined, but I don't want to re-hash everything that 


went on at the Gas Supply Hearing. 


Mi. ({CENEG ER: Welln cciw,, that’s 


my concern. These figures and projections form the 


subject of days of testimony before the National 


5680 


Energy Board in the demand supply hearings and it seems, 


Sumo uliat cle stating point -Lom.vounsinguiry ——) 1 
make this suggestion very respectfully -- should not 
be from square one, but should be from the findings 
of the National Energy Board on the matters that have 
occurred before it, and perhaps this debate should be 
postponed until we have that report. 

MR. -GIBBSs3 Might I make one 
pont, Sir? 

Tipe COMMES STONER =) Yes. 

MER, UGIBBS: The point really, 
ano you brought at up, 2s the timing of looping. Now 
if these -- 

THE COMMISSIONER: Yes,the 
Liming of the Looping, yes. 

MR. GIBBS: If these supply 
Preojyections. are ‘correct, and they*re the best that 
can be obtained, and one goes only by supply as 

Me. Horte has agreed that looping starts insl986 on 
the delta portion, well there is then 4 1/2 billion 
cubic feet coming through the delta portion, so it 


must start on the portion south of Travaillant Lake 


| 


Becavse tts only got 4.1/2 billion cubic feet capacity 
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and there's some coming from Prudhoe Bay. Now the 


reason I'm getting into the demand is that if the 


throughput is related to Canadian demand, notwithstand-) 


ing the available supply, there may be less coming 
through because just enough to meet the demand, and 
that's why I'm anxious about demand. It's not to re- 
hash National Energy Board, but to try and get a 
handle on timing. 

THis COMMISSIONER = Yes, well, 
why don't you gentlemen get together at lunch and 
consider this? We're all looking to you for leadership 


PMw asi Lica Meme beer. 


(PROCEEDINGS, ADJOURNED TO [2:00 PM. ) 
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Cross-Exam by Gibbs 


(PROCEEDINGS RESUMED PURSUANT TO ADJOURNMENT ) 

MEK. GENEST? Mr? "Gibbs and 
I and Mr. Scott have not much progress to report on 
an attempt to some to some agreement on this. 

I have some submissions to make in connection 
with the line of inquiry in which Mr. Gibbs seems 
Ce be aunched now. ” FE at ts”, "of course I 
reconize the validity of your concern with respect 
to the effect of supply and demand and so on on 
the question of looping and I take no objection 
Useany ine, Of GQuestroning "that ws directed "to 
elucidate Chat matter; but the submission that 

I would like to make, sir, is that that ine OF 
questioning ought not to be a repetition of the 
contest and the disagreements thattook place 
before the National Energy Board where both 

Arctic Gas and Foothills were represented by 
counsel, hearings inwhich both parties took part 
and on which an adjudication is going to be 

made by the National Energy Board. If we are in 
a court of law there are some Latin maxims that 
apply Co this, tite pronunciation of which I 
frankly forget but it has something to do with no 
one shall be twice vexed. 

In my submission, sir, it 
would, De pointless for you to start ‘or to go into 
the very Inquiry that the National Energy Board has 
devoted so much time to to come to a finding and 
my suggestion, my submission is thathif there is 


going to be a debate on those matters, it should 
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await the publication of the report of the 


ioe) 


National Energy Board which is going to provide a 











3 much more convenient starting point for this Inquiry 
: than,a, debate. ab -initio.. on these issues. 
2 | That is my submission. 
| MR. GIBBS: Well pronounced, 
4 sir. Obviously, Mr. Commissioner, we are not 
el embarking on that kind of an investigation. My 
ay friend knows full well in that kind of supply and 
ag requirements hearing one engages in examining 
| field by field throughout Canada,the deliverability 
12 | and reserves of that field and market by market 
mi province by province the demand for industrial, 
Lg residential and commercial gas and no one is equipped 
sc hereto indulge in that kind of an investigation, 
bo thre 1S no intention: Of eit. Le samy hiriend: wri 
“| be patient he will see that this leads directly 
te | to the question of looping and the question of 
aa timing of construction and when I -- if I can get 
a an answer out of Mr. Horte on what he sees as the 
ea | deficiencies in the Canadian market, which would 
ae | require supply from the Delta, that as .as»far as 
23 | Lam interested in .going....1, am not..going to 
| probe him as to how he calculates those deficiencies 
| which is what one would do inthe other kind 
ee Gieheatiing.. Ui. Lanay continue,,..sir . 
a MR SCOTT :)Mr.. Commissioner, 
23 | we,as both parties have reported our discussionswere 
°° | inconclusive, notwithstanding reasonably well-oiled, 
309 |! 


He loehe, AE Raleigh thatthe concensus was that -- 
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Weeda, Here 
Cross-Exam by Gibbs 


THE COMMISSIONER: Were 


they conducted in Latin or in English? 


Me SCOLT: They were conducted 


Sc elengcia, japare “from tlrat' ai’ -am not prepared to say. 
I think our consensus was that there was an issue 


here that might require determination but was 


) 
' 
! 


mot, as 2 think the judges say, xipe for determination 


at the moment and that we might, if you please, 

Sir, allow Mr. Gibbs to go on for -- we might move in 
Nasr airection for a little while and allow him to 

go on for a littie while and allow him to go on 

for a little while hoping that the mutual 
intransigence of these two constant battilers 

would lead them to concede a draw early in the 
afternoon. 

THE COMMISSIONER: Well, 
who can argue with that? 

MR. GIBBS: 

Q Mae OGLE, Just: to 
briefly review and get up to the point we were before 
we adjourned at noon, we did agree, I think that 
a prime consideration in line sizing is the 
supply of gas and the demand for the gas. 


A Yes, lL would agree. 


I think under today's circumstances probably the 


major factor is the supply because the indications 
are regardless whether it is the Canadian market 

Or the U.S. market, that indications are that there 
are going to be tight supply situations facing us 


in terms of energy. Whether that energy deficiency 
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Cross-Exam by Gibbs 


jc as a result of a lack of .gas™supply or as ‘a 
lack ‘of? o1l Supply, there’ is a concern, I ‘think 
a very real concern in both these areas and 
so I would put greater emphasis on the supply 


aepect. 
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PWRUN AB Y 2. Bat. 


Weise HOLLe 
Cross-Exam by Gibbs 
Q And it's evident from 
Table 5 on’page ss of -Section = 14=B) which has ‘been 
marked as Exhibit 130, that considering only the 
supply}by +1985 your forecasters say that the 48-inch 
line from the Mackenzie Delta will be operating at 
ies capacity Or 4ha/2 bidiiion cubic feet per, day. 
A Well, atisays that 
that is a prediction of the supply available,’ yes. 
OQ Yes, and I think you 
Eeldune thateltyisinowlyoubsopinionvthattall of*the 


gas that you see on that supply column will be needed , 





in Canada. 

A ¥6és, that certainly is 
my Own estimate. 

Q Well then, perhaps to 
get over the hurdle, you would be prepared to agree 
that the supply numbers under that column, 

"Delta-Beaufort" 
in Table 5 could be taken to be equivalent to your 
forecasted deficiencies in Canada in place of the 
numbers under the next colum, | 
"Surplus or deficiency." | 

A Les’ | 

Q Yes sir, then’ we have | 
the supply and the demand in balance. 

A WSS c 

Q And accordingly, by 
1985 the delta 48-inch line will be operating at its 
AN1/ 262 P4onNeubie’ LOot’ capacity. 


A NO; ol *m not saying that] 
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Vivir H@isieeS 
Cross-Exam by Gibbs 


\| 
1| precisely. There is some lag times and lead times, 
| 


Zt ase On) NOWed cial pare NOL, Sets forth there, but. this 


3H projection shows that that amount of supply would 
4 | be available. 
5 Q And then that's your 


6 best. estimates at. this.time. 


A Yes. 
3 Q And it therefore follows 
9 | thats thiesline wom Travaillant Lake, sonth,, which.is 


10 | Capable: of carryang dau /2; billion, cubic feet, per 


#5) Gayeewoulcs be filled with Canadian gas only, if there 


1B were no Alaska gas at all. 

LS A Wear 

14 Q And it then follows 
Le again that if there is any gas from Alaska, and you 


as predicted by that time there would be two or 2 1/4 
Ree Dulane Cubic feet. per day, the, looping, of the. line 


LD from. Lavalibants bake south. willehave. to.start. some- 


jas time.before 1985. 
20 A Yes ,..on those 
7a assumptions. 


2 a Q And equally, if the 

o3 | buildup in deliverability from the delta-Beaufort 

<4 area follows what is shown in Table 5, the looping 

25 on the delta lateral will also have to start sometime 
DELO ©. 9.55. 

a A We li, J, “uns into, some 
“3 difficulty there, sir, bequse the looping at any es) 
25 | insti Me. seiehat point. in time, when, one. has, laoped 


that out you'd certainly be looking at the rate of 
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Cross-Exam by Gibbs 


| 
a new discovery notwithstanding the availability of 


fo 


gas, and having to make that decision whether it was 


Go 


prudent to loop, or that those reserves would be 


am necessary and utilized to maintain the life of existing 
5 | reserves, you know, I'm just Saying that that's 

b another ingredient that goes into any such decision. | 
7 | Q Yes. Well, would you 

3 put it this way, that it will either have to- be 


Poopedyeornift whathist forecast on the tablecis!correct, 


4 
> 


LO Pheneowillebeedelliverability swhichewilblbecshut» in; 


Acall| for example. 





ie A Yes. 
LS | Q Somwencanotakesitthat 
14 | Sometime prior; toll9es an.all probability looping 


ia will start on the delta lateral and the lateral and 
as the mainline south of Travaillant Lake. Now are you 


i7 Vet~awle to  Givermelany better answer than. this morning 


QO 


on the probable date of looping for the Prudhoe Bay 
* : Vateral? | 
20 | A NOpvonan. WOUlartiike oO 


oii go back a moment, notwithstanding those projections 


D) 
he 


ena le tnink thatewhae L testified, to yesterday, as 
23} you really see all the limitations that are involved, 


os that is the limitations with respect to construction, 





sia the development of plants, reserves, etc., that will 


en have to take place, I still would suggest, sir, that | 


if the reserves as projected are developed, I would 
ig expect that the Gxisting facilities, if it went into | 
eo | being, in 1980, would not become fully loaded until 


ous about 1984 or '85, just hawng regard to the amount 




































7 





> 


eS 
23708 5d 
adaio tas salt 





é 
| io ysth ded tev sad lave 2b wen 
 -@ee 3) Yedstonw uéletosh ged? oana oF pan eam ' 
| i Sluow gevreeet Szons Jsdy to yqool od tnebuig 
PRig@ixe to oil odd nisdokam of hoelLisy Bas yiseeeosna 
e'iofy todd paiyse teut m'! .wond soy 4 eevaseor 
-MOlaiceb fowe vos O8aho ween redo dnelbstpal szensana 
bor bliaw ,lleW shey Q} 
xi a9 eved votwte Ebiw’ 2h jnds yew ely gf tug * 
; 


@0e3100 el sftss ods dolPsasoaso! «<i andw Wi se ,feaoo0l 


il sut@ od Ifiw dostwoysilideseviteh-ed Tiiw sisas Hits 
.Shatsexo 267 be 
; : 
«Bey ras : 
gon3 Fu ides hoo oe Oc ) : : ihe 
bitigeo! yi tlitadegg [fe al €8@!l of s6olvg Sas2emoa pee 
pas f¢sedsl ois Won [atedal suleb- eds ac Stegm 2iie te 
1 
5%6 wou ws! JaelLigayvar? Yo Wsvoe weariniem edgy ae 
, J 7 
prinion apts heady aowens Soated yar e@ svip-o) sida J6y rt 
Ssoihes off vo'l oetqoo!l Jo stash eidedotg sd? no ae 
| ©iayesel ers 
ey stil BSluew 1. bro ot A ; ot 
: 
. 2nOLtoefotq veows parbaagedilwion ,tnemen en a948d op bs 
ae ,yshsasevy of bsilisted J sedw teda Agéds 1, bas .% 
,ooviovar oun savy anolseebatl end is eee lluet woy fe 
| | Vee 


| ,GOtzarrdeats ed doogten titiw enoieedimes ois al gan 
‘iw Dad yspte ,bevieser ,etaclq Io tnanqolaveb aad 
nid \3he aeepeve Siuow [lige I (epeiq sted os aved 
hiyow I ,pbeqoleveb e16 betoetom ea ssvxecn% | 
ol toe SE 32 ~eslsiiios? spite rah 
figm Bebsel yiln? smoned Joh bivew one 
Simon <3 oi Ares aan taut, 28 mer 


—~ 


ALE WES) REP 


BURNABY 2, 


te 


ha 
’ 


4 


J 


ORTING L-TO. 5689 
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Cross-Exam by Gibbs 
of physical work that would be required, both in 
terms of producing facilities and the facilities on 
the pipeline itself. 50:5. would expect ‘that looping 
under these conditions where supply would certainly not 
be the controlling factor. In other words, if you had | 
obviously adequate supply, etc. I would still expect 
that looping would then take place at cr about that 
period of time and looping itself would take place 
in increments of about a third of the section in 


Pac or the years,;lwhich 1S a rather: full construction | 


program, which would mean looping itself, if the 





supplies as projected were available, would take place 
over a three-year period and then one would commence 


powering that facility “up. 
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Velvn Hote 
Cross-Exam by Gibbs 


LewouldsantLcloaLe, Just 
havingsaregard.to the availability of -- having regard 
to the location of the facilities, the amount of 
construction that can be done in any one year, etc., 
that it would be unlikely that you would see,after 
the initial line was fully powered and loaded, that 
you would see a complete duplication Pee lack rey tue 
additional horsepower in a further period of less than) 
five or six years, notwithstanding what the supply | 


would be. I think that would be a very ambitious 





program. 
Q Five or six years from 
1984? 
A '84 about, yes sir. | 
MR. GENEST; I wonder if I 
Mech inrecnecto. Laws not clear CoO me -— cent 
mid ad, bO,steer it j-— are jwe talking about the main- 


line or the supply legs? 


A iim sralkind avout »che 


mainline. 


THE COMMISSIONER: From 





Travaillant Lake south. 


A Yes Sir. 


MR.GIBBS: And about 


the Prudhoe Bay lateral. | 
| 


A Well,af you're looping L 


| 


Q iimesoury., the Mackenzie 


Delta lateral. 


A Well, you know, there 
| 


you @t into the probabilities. I am saying when you | 
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Viele HORTe 
Goss-Exam by Gibbs 
put the whole ball of wax together I can see building 
up in a five or six-year period following the initial 
4 1/2 billion cubic feet available, the expansion of 
another 4 1/2 billion cubic feet a day. Now just 
which of those two laterals or to what extent that's 
going to come out, it could mean looping on one or 
the other of those laterals; but when I put the whole 
package together), that's -- I really can't be more 
helpful than to try and say that's my best opinion 
of how things might occur. 

MEOSCECTBBSULO Andaésinge.r the 
pucdtictronsmofvesO veri lblionsecubic’ feetror more of 


reserves holds true, you would -= and I appreciate 


this is looking even farther in the future -- you would 


expect that that kind of looping program would 
almost be continuous because at the end of a period 
when you've fully looped the mainline you would be 
EptehasbLooping!pregram forua third line. 


A Well, you get into this 


Situation, that's a very difficult question to answer 


at this point in time; if you had a fully looped 
raecr Mit ynGyourvd be tmoving; iMn.cGibbs, 9 ‘billion 
cubic feet a day, which fundamentally would have to 
have reserves development in the whole 
area within that period of time which would total 
im support of thatiofacility; °reserves in the order of 
eo iter Diver Neulbitc tiec €: 

THE COMMISSIONER: By "the 
whole ared' you mean Prudhoe Bay and Mackenzie Delta? 


A Yes. 
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Cross-Exam by Gibbs 


|! 
lj TOCEPLE Dron “Guble “feet ‘of gas “to support ‘a 9 billion 


ine) 


| Cubic Proot a ‘day throughput, so that is a lot of 





3} reserves. Now, if it were clear and you're reaching 

4) the point in time now where the deliverability in 

5 | certain of the older fields that have been on | 
6 production, you would be looking at a period of time 


where you were anticipating some of those fields 








i 
4 and the deliverability in those fields beginning to | 
9 | decline. Now you'd be trying to mal the decision in | 

10) light of the discovery rates,the’ future potential 

11) which you'd have a much better handle on at that 

= point in time because of the developments that had 

i3 ede dordre taken place, you'd then be making a decision 

+4) really whether it were prudent to add further Pachisirds 

5 or whether in fact the developments that you expect | 

16 at some stage, notwithstanding the ultimate potential, | 

EP? j the rate of finding usually commences to decrease. : 

18 | So these are the kind of judgments that would have to 

19 | go into that situation at that time. 

29 | Whether you want to extend | 

ss phe ia fe voPathatiecicting saci bey, or you're tantici- 

22| pating another 35 or 40 trillion cubic feet which 

23 would support another line and also during that 

28 | period support the decline in the first 70 trillion | 

25 cubic feet. So it's a very difficult thing for anybody | 

26 to really pass judgment on today. I, you know, I 

27 think looking at the total potential for what it's 

23 worth, it seems to me great likelihood that it will 


Support a looping of the existing facilities. There 


te is much more question in my mind with respect to 
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BURNABY 2, B.C. 


Voie HOrce | 
Cross-Exam by Gibbs 


1| continuing the third and the fourth and the kind of 


| 

>| loops people talk about. 

3 MRUGIBBS: 9 Q’°Well, ‘sir, is 

4, iMac question In “your mine in your capacity as an 

5 | OprrcerwoL "Alaskan Aretic Gas also? 

6 A I guess it would have 

a to be an opinion just based on my own experience in 

8 this business over the many years, and my own geologi- 

3 cal and reservoir en gineering background. | 
10 | QO Well> sire’ with the 


Le ae same imprecise timing as you find yourself faced with, 





nea yVourscompany, Alaskan Arctic Gas¥an'ats “opening state- 
13 ment to the Federal Power Commission was quite peamietic 
14 | about Prudhoe Bay gas. In page 2 of that opening state- | 
SA ment, which is in Volume 1 of the Official Stenographer's 
16! Report of the Federal Power Commission, is this state- 

Le ment: 

18 | "Arctic Gas has estimated 2 billion cubic 

19 | feet a day from Prudhoe Bay alone. Initially 


oo, 


iH for planning volumeswill increase shortly to 


1 Cea bAdonmolbicy rect warday. lars 2S an 


| 
| economic level, but this case cannot be 
| 
| properly evaluated or decided in the context 
oti Of deliveries of Only that size. The public 


25 convenience and necessity requires consideration 





26 | of probable volumes to be delivered from Alaska 
OF 262004 times that amount within the next 
two decades." 

So that leaving out that imprecise timing, your Alaskan_ 


Arctic Gas can see the Prudhoe lateral-- 
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Cross-Exam by Gibbs 


MR. GENEST: Leaving out the 


imprecision, it’S precise. 


THE COMMISSIONER: Well, carry 


on MreGibbs, i. am anterested in this. 

MR. GENEST2 I°m sorry, 1 
interrupted. I apologize. 

MR. GIBBS: Your Alaskan 
Arctic Gas Company sees the Prudhoe Bay lateral as 


CarivanGg “as nigy as 9 billion.cubic feet per day. 


A As the range there, as 
I understand it, was -- 

Q Was two to four. 

A ~=SEWO: LOeLOuUr, VLE ae 


was two, it would simply have loaded the existing 


Paciiy ty. 
Q Yes. 
A And this they said in 
a period of 20 years. | 
Q They said sometime within 
the next two decades. 
A Tedon'!tethink that's | 


inconsistent with what I have been saying. 


ya 
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ALLWEST REPORTING L-TD. Vet Horie 
BURNABY 2, B.C. Cross-Exam by Gibbs 
| 
a . . . 
| QO Sir, on the pipeline 
2 | 
1 Sizing, 
! 
3} | 
i A Yes: 
4 | 
| Q I am wondering | 
a | | 
why you would deliberately oversize the Prudhoe Bay 
| lateral, making it 48" and the Mackenzie Delta 
7 | 
Lateral at 48" and not also oversize the main line | 
3 | 
| from Travaillant Lake south. If VOUSaLe (SuUrTicientily | 
9 | 
| confident of the two laterals, why not of the 
10 | f : 
Main line? 
Lh} 
A Wel = Can't, fol low 
i? | | 
your question. How do you suggest oversizing the 
£3 
lateral, the main line south of Travaillant Lake? 
14 
Putting two in before you needed to? 
15 | 
: Q Oi Sib, putting in 
16 
a larger line than 48", wasn't that under contempla- 
Sal tion at one time by Arctic Gas? 
at 
Lo jf 
i A Well, our assessment in 
14 |i 
> my testimony was that at the state of present 
20 || | 
1 technology, the most efficient sized line in our 
53 | 
Opinion that*‘one can build today is the large 
ae) 
diameter line, the 48" diameter line with the high 
ap if 
| pressure that we suggested in here. Now, if that 
a is correct, then the only thing that we would do | 
25 | 
| beyond that would be to build two at the same time 
= I 
26 
| and that to me would not make much sense. You would 
27 | 
not build the second one until you knew you needed 
28 | | | 
oly ee 
Z9 || ea 
Q Well,isn't that what | 
30 | | 
ga eaaeems | you have done in the laterals to the north, you 
i | 
i 
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Cross-Exam by Gibbs 


are going to use them only to 50% capacity? 

A No, we nave to have 
lateralis of one kind or another, one size or another 
to, Move cas from those respective, areas... You 
don't have to have two lines south of Travaillant 
Lake to move that combined volume. You do have to 
put, in two pipelines, however, one to get. to, Prudhoe 
Bay and one to get to Mackenzie and those we 


did oversize for the reasons that I stated. 


Q Well, sir, as I understand 


igotrom Mr... Brackettes testimony.and,J»can,»read 
LeeeOouwvOU lteyOU Wichwwtleypipedtine. sizes. south 
of the 49th parallel are. fora capacity,of 6.2 
Dbiliaon Cubic: feet joer day. 

A Did Me werocketrealso 
go on, because I would be surprised if he didn't that 
those facilities that were put in those initial 
applications were based on the assumptions that 
you have quoted earlier this morning and those 
lines are in the process of being resized and will be 
resized and set forth in those applications to 
correspond with the volumes of gas actually 
contracted for . At the stage of the initial 
fa jing.oniyiassumptionsacould.be made.and the 
people -- let's say Northern Border Pipeline on 
their assumption sized the line assuming that 
they were going to be successful and buy all of 
the Prudhoe Bay gas. Those customers on the 
west coast of the United States also assumed that 


they were going to be -- they weren't going\-o 
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Cross-Exam by Gibbs 


put in a line and assume that they couldn't handle 
aib.of the gas At they acquired at. fF Now,, the 

facts are that the gas is being split and we discussed 
thatthis morning and it will be absolutely essential 
that those lines to take gas from the Canadian 

border and those respective markets will be sized to 
fit, be sized down to fit the volumes of gas that 

are actually going to those markets. 

Q Well, sir, when you 
size those down to fit the actual volumes and you 
have the main line south from Travaillant Lake 
to fit the actual volumes,.I don't understand why 
you do not have the lateral size to fix the actual 
volumes. 

A Wolk] thank ‘that 
isa good question sand Tithink that there will be 
a good deal of debate on that, as again I don't 
know how I can explain the judgmental factor that 
Wes pute antco that, better than we did. We have 
filed alternates to that. It may well be that 
the regulatory bodies charged with the overall 
approvals of the project will decide that we 
have oversized, that the economics’ are such 
that the customers should not pay for that oversizing 
in the initial years for possible future benefits 
or environmental benefits in the future and 
that is why, sic, we putin the alternatives, 
but still our judgment is that we think,and we 
will be prepared to build it smaller, 


our application is to build it, as I suggested for 
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Cross-Exam by Gibbs 


the reasons I suggested. 

Q Ald iwargh tars 1,0 wield 
you go to your prepared evidence , page 7, 
please. 

A Sorry? 

Q Page 7 of your prepared 
evidence. 


A Ves? Sit: 
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Under "Pipeline Sizing", the second sentence you say: | 


b+ 


NO 


"Gen _erally providing gas volumes are available 


3 to justify its sizing, the larger the diameter 
4 of a pipeline, the more efficient or more 
5 | economical the transportation of gas through | 
Pe Such a pipeline becomes." | 
7 A Voor 
8 | MR, (GENES@e lL miqntisay, Mr. | 
| | 
oy Gibbs, that he added to that in his oral testimony, | 
10 the pressure factor. 
tly MR. (GCEBB St Lo ms Orry ,” aL | 
i 
| cone Follow « | 
13 i A In my direct testimony | 
aa at the end of that sentence I added that the pressure, | 
15) of course, of the pipeline, the capability of the 
16 pipeline pressurewise was also a factor, not simply 
ie size. 
18 | Q And you state that, sir, 
19 | asa generalization because whether in fact the | 
20} results depend upon such things as the availability | 
2 ana the location and cost of steely ! 
22 | A [Tt depends on a great | 
23) number of factors. | 
a4 Q Andthe availability and} 
25 | location™ and’ 'cost?of rolling mill capacity. | 
Pe A Yes. 
27 | | Q And *the- cost’ of*trans- 
oP portation and handling. 


<7 |i A Those are all taken into, 


account in arriving at those economics. | 
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Cross-Exam by Gibbs | 


Q And the coat of cafeteics 
tion with the larger heavy size. 

A Yes; and of course the 
increased capacity that one gains with those 


additional expenses. 


Q And sthnelecest of sfabri- 





cating the fittings to go with the line. 
A Yess, 


Q And. thevicost of, icapital, 


because the larger line is clearly the more expensive. 

A I don't know really 
whether that affects the cost of capital. If it makes 
for a more efficient system, the cost of capital, I 
Suppose, could be less. 


i 


Q And the demand and supply 


efingasi: 
A Very much so. 
Q And sir, none of those 


items that I have listed are known for your project, | 
are they? 


A They are -- we've made 


‘ 


estimates with regard to all of them, and that's all 
we can do until we actually order the equipment, trans- 
port it there, you can make your best estimates based 


On quotes given to you, cost of transportation, the 





cost of laying pipe, all of these things are things, 
as you well know, are estimated in the construction 
of any pipeline. You estimate them, and they're rela- | 
tive in any event, you estimate them, if you're sizing 


a line, even though they may not all be hard facts. | 
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| 
| You estimate them on a relative basis, looking at 


sQuinches, 36,,,42,.46, any,one of them, «and «then you 


fh 


pick the one that you believe is going to result in 


1s) 








4 | the best economics. That's what we<did. 
5 | Q And it may well be, | 
oe Mr. Horte, that the economies of scale which are | 
Zs claimed for the larger diameter may not be there. 
5 | A I don't believe so. | 
9 QO But that may well be, 
10 | May. zt not? 
11y MR. GENEST: He just said he | 
12 | didn't believe so. What is the gain by repetition? | 
13 | MR. GIBBS: I didn't ask him 
14 | €O-contizm that itawassorswasn lt. 
is | Q You have nothing more to 
1é | add; Mr. Horte? 
1? . A NO. ThE SeisSp,ourebelier, 
18 | that's how we arrived at it, we ENOUGHE Ehie was as af 
i result | 
1S) /of our Studies, the most efficient system. 
20 | Q Now, Sir, as I under- 
21 | Stand it, there is yet to be determined by your | 
| 
22 | Management Committee, and this determination will not | 
23] be made until after your project has either been cer- | 
24 | tified or -- well, until after it's been certified -- : 
25 | these items: The size of pipe youwill use in the 
26 | berthernglaterals, is that correct? | 
27 A what maybe, as I, men- | 
28 | tioned earlier, a consideration, depending on the : 
29 | circumstances. | 
30 | Q I thought I heard you | 
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V.L. Horte 
Cross-Exam by Gibbs 











| tell your counsel yesterday that the decision on | 
\ 
2) whether to go up to 42-inch would be made after | 
3} certification and before construction. | 
4 A I think we'll peed the | 
5 | situation then, yes. | 
6 | Q And that's when that 
4 decision will be made? | 
g | A Pardon? 
9 | Q That's when you'll 
10 | decide whether to use 42 on the northern laterals or 
11} NOC. | 
12 | A Very tikely; yes sir, 
13 | Q AOC VOU wae Lie not, there- | 
14] fore, know what the capital cost of the project is | 
15 | Mitioeateen certifi catlon. | 
Te | A Well, you won't know. 
17 | We will get quotes obviously for both sizes, so we : 
18) will know at that point in time. | 
19 | | Q But you won't know the : 
20 | actual capital cost until you know what pipe size | 
23 | you're going to use. 
22 A Very well, yes, I agree. 
23 | QO Right, and it then | 
=| follows that you won't know what the teriffs are | 
25 going to be because you don't know what the capital 
26 | costs are. 
27 | A Well, you will know the 
28 | Situation, you'll be Looking at the situation for 
=) each sizing trying to arrive at what is the most | 
30 | economical tariff all circumstances being considered. 
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V.L. Horte | 
Cross-Exam by Gibbs 

1/ Q Yes sir but - 

2 | A You won't know the 

3 final answer, no sir. | 

al Q OS. | 

5 A Until that time. | 

nA Q And until certification | 

7 you won't know the source of the pipe that you're 

9 | going to uSe. 

* A I would think we might | 
hi very well know the source prior to that. : 
‘t Q Well, would you expect | 
Ta the source to be the same. whether you use 48 or 42? | 
be ae A It may well be the same | 
14 | Or it may be different. We may have quotes for 
oa etter ii1rect1on, sand a frrm Situation that can be 
ies firmed up with six months' notice with no 
17 i place blocked out. 
ia QO pnd that you will not 
6 do until you have certification. | 
20] A You wont actually place 
24 | the orders till then, but you may have your complete | 
ol arrangements made ahead of time, with options to go : 
ah either way. 

Sh Q And .4Sit,. 2c won't be | 
254 Uti atter certification that. you will know your | 
oe transoorcation logistics, will -you? | 
294 A Well, I think we will | 


3) have a very good handle on the transportation logisticg. 
29 | That's one of the detailed -- some of the detailed 


30 | work that I mentioned in my testimony that is going 
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| on so that we will at that moment in time have a very | 
2! good handle on precisely how we're going to move the | 
3 men and materials. | 
| Q But: doesn't that turn 
5 | On whether your pipe comes from Japan or Germany or | 
6 | somewhere else? | 
a A Yes, but you can certain- 
8 | ly cover the options in that connection. | 
2 Q Yes. Well, you'll have | 
ad all sorts of options but you will not know the exact | 
H 
tl) transportation logistics until you've placed your 
12, order, which is after you've got your certification. 
15 A That would be. YO hink 
14 we'll know it in the main well ahead of then. 
a | O And because you won't 
16 know what pipe sizes you're going to use, you won't 
1? know the timing and location of looping any more 
18 | precisely than now, until after certification. 
al A We might have a greater | 
20 | insight with the additional development that takes 
21 place. . | 
22 | Q But it will turn again 
23) on whether you use 42-inch or 48 on the laterals. 
24 A Vesey but! Pf thank? in 
25 | arriving at that decision it will also give you a | 
| ( 
26 | clue as to the future looping as well. | 
| 
ary 


O And as I recall the 
evidence of Mr. Dau, you won't know the precise line 


| location, the survey,exact surveyed line location 


cael until after certification. 
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Cross-Exam by “Gibbs 
Cross-Exam by Templeton 


| 
| A Theaters: correct, | 


th 


Q mien; simprithere's really 


i} 
iT 
\ 


not much that you will know about the project before 


1S) 





4} certification, is there? 
5 | A I wouldn't agree with that. 
6 QO Well, you don't know | 
a where the pipe is coming from, what size it's going 
8 | tophe; Wihatdit’srgoingate costpawhat the tariffs are, | 
7 what the logistics are. | 
10 | A You may not know all | 
11} of those things to the nth degree of precision, but | 
le you fundamen tally know the overall outcome by look- | 
13} ing at all the options and the extremesfhat you might 
14) be faced with. | 
| MR. GIBBS: Mr. Commissioner, 
16 because of our meeting at lunch I did not again have 
Ay time to work on my mathematics. Perhaps I could make 
18 | way for someone else now at this time and ask for 
de ChenOoppertunity to, 1h LobindWany bri biantynesules 
| | 
20 | from my mathematics, to talk with Mr. Horte about it | 
21 tomorrow. , | 
scr THE COMMISSIONER: Yes, | 
23 certainly, Mr. Gibbs. | 
ak MR, AGEBBSs Thank 'you, «sie. 
25 i MR+ SCOTT :)Mr. -Templeton,, «1 
26 | aink pois rather anxious to go'out of order because | 
27 


Of his transportation plans. 


| CROSS~EXAMINATION BY MR. TEMPLETON: 


SO | Q Mi OCS 1 at et let ty 
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V.L.. Honte 
Cross-Exam by Templeton 


regulation field, you've had considerable experience | 
ieee) sd and Gas Conservation Board as a 
regulatory body, and I"m not’ sure “that "Ss" the’ ‘right 

name Of “the body at the time you worked ‘for it, but 

1" s an Alberta reguiatory body, ‘and ‘then ‘some’ 15 
years with Trans-Canada Pipeline as a regulated utility, 
and since then as president of Canadian Arctic Gas 
Study Limited. Am I right in assuming that most 
regulacory bodies require a public “utility to prove 
eesecase 1) such things. as feasibility of the pipeline ,.| 
economic viability, rate base “and rate of “return? 
fLeseno to the utility to prove that. 

A Wes. 

Q ANd sehae at 12 adoes: not 
prove Wts case, ti runs the risk of Having its 
application turned down because it wasn't adequately 
submitted? 

A Yes sir. 

Q Well, do you consider 
that a similar onus is on the applicant for the 
prediction af environmental impact? 

MR. GENEST: No, Mr. Commis- 
Sioner, I think that's a legal guestion. It's 
a question that's for you to determine. It's a ques- 
tion of argument. I submit that that's not a proper 


question. 





THE “COMMISSIONER: Do you 
have anything to say about this, Mr. Scott? 
Mieco. oO think that 


observation may be technically correct, Mr. Commissioner. 
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V,L..Herte 
Cross-Exam by Templeton 


Perhaps Mr. Genest will answer the question. I'm sure 


that would satisfy Mr. Templeton just as well. 


MR. GENEST: We have an onus 


in the pipeline guidelines that are there. We have 
to establish that we have taken proper measures. I 
accept that. We. contemplate taking, them. ,1I.don't 
know that that gets us anywhere, sir. 

THE COMMISSIONER: Does that 
get you anywhere, Mr. Templeton? 

MR. 2TEMPLETON;: Im not sure 


eclovele, Tie lees - I think the whole matter of onus of 


Proof, 1s, the onus, of »proof.on this Inquiry,.or is the 


onus of proof on the applicant in the matter of pre- 


diction of environmental change? 
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V.L. Horte . 
Cross-Exam by Templeton 








1 THE COMMISSIONER: Mr. 

2 | TEmpleton, that is a very important question, 

3| but I really don't think that it is going to be 
4) helpful to put the matter to Mr. Horte. Suppose 
5 | he says no, the onus is on the INGE y )\eG% 

6 | Suppose he says yes, the onus is on Arctic Gas. 
7 It depends on the pipeline guidelines and on the 
7 arguments that all of you gentlemen will be putting 
9 | forward in due® course. But I think that the 

10 | point that Mr. Genest is making is that if you 





| anemabtowed tonputdthisitenthisqwitnessy it ‘<is 





12 | a question that could legitimately be put to 

13) every witness and then someone might suggest at 

M4 the end that I should add them up on each side 

15 | and see who has got the big battalion 

lo. MR= ; LUCAS }SIMrs. "Cotmissioner, | 
val if I may put in -- 

1g | THE COMMISSIONER: Yes: 

19 | MR. LUCAS: =-- a comment 
20 | on this -- 

Jal : THE COMMISSIONER: This 
22 - is an important questinn, shed any light on it if 
23 | you can. 

24 | MR LUCAS faclenttrwhatyiMr. 


Templeton is really getting at whether the 
company regarded the matter of environmental 
impact prediction on an equal footing with the 
23) other economic and financial matters that Mr. 


3 | Templeton listed. Isn't he really asking the 


30) witness for an opinion on that which it seems to me 
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as Cross-Exam by Templeton 


would be quite proper. 

MR. ~GENEST :” “That™is 
a different question. 

THE COMMISSIONER: Well, 
there is no shortage of advice around here. 

MR. TEMPLETON: Tt Pri 
I was better able to talk about those engineering 
figures this morning than what I am doing now. 

MR. GENEST: No objection 
to Mr. Lucas' question. I want’ to assure’ Mr. 
Lemp leton lem note discrimmating because’ he "s*not la 
member of t#heebar: SIShave avhigh!’ regard for him, 

MR. SCOTT:8He's not’ as well 
financed, either. 

(LAUGHTER) 

THE COMMISSIONER: Speak for 
VOUrSeLty Mrs SCOt ts 

Me GENGot se Thank YOu, * Si 

MR SE MPAg ERO N Perhaps I 
Can tackile*2t> this way. “Perhaps’I"™m*wrong but’ I" 11 
Pry ac and*hope-that= you" MiP accept it as’ an honest 
SLLOrts 


Q SinceVthis’ts+a Commis- 


sion of: Inquiry | not“performing airegulatory® function, | 


and there are government bodies -- the Department of 
Indian & Northern Affairs & Development, the National 
Energy Board, Environment/sCanadap-and! the Territorial 
Government who do have regulatory functions, and 

will continue after this Board is finished, have you, 


Mero Horte, Indications’ from’ the’Frederal Government 
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BURNABY <2, Bac. 


Val. Horte 
Cross-Exam by Templeton 


| 
1 what organization or organizations will perform the 
| 


| usual regulatory functions of approvals and controls 


3 | regarding environmental matters? 

4) A NiGwe © wae 1 Lin dor ‘aon 

5 | We would hope and expect that it would not be a | 
6 proliferation of various agenciesbut that somehow Bhs’ job 
7 if you like, of monitoring or controlling would come 

8 | under one authority, albeit that maybe there were a | 
a MOENOL inputs. rom other authorities » but-L «can't | 
10 think of anything worse, really, in trying to proceed | 
11} with a project, really know what it's costs were going | 
12) toebe™ finance it, etc. 7 ifewemweneminm a.situation | 
i where there were a multiplicity of authorities, 

14) possible conflicts between authorities, and all that 

ut 

ts} that would entail. Certainly I think that my under- 
ie Standing is that this has created some real problems 
1? in connection with the Alyeska project, this very thing. 
13 | THE COMMISSIONER: Well, Mr. 
191 HOrLe, You say tiat from the point: ofr view, of Anctic | 
20; Gas you wish to see one authority that you have to 
21| answer to regarding the construction of the pipeline. | 
22 | A Yes. sir. : 
23 Q You compared it with | 
24 | Alyeska. Is the problem there that there are two | 
25 | levels of government involved, is that what you meant, | 
26 | Or various departments? 

27 A hat isapart OF) Lt and 
23) then as I understand it, in the right to proceed with 


4 particular segments of construction, etc., there are 


o1ve 7 
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specific plans are ultimately approved, and this 
is a very time-consuming thing, and there is, you know, 
you get into a situation where all sorts of agencies 
took at re-designing the facility, -etcsietc.,cand 


one of the great problems with that is that time is 





Ofssucn’ an -eliement in costs, etc., that I think there | 
would be real dangers, frankly, if, judging by that 
experience when you're trying to finance a project, | 
if this appeared to be some sort of a morass in this 
area, if there wasn't some one entity that you were 
accountable to, ‘that you’ could deal with. 

MR. TEMPLETON: Well, you have 


undoubtedly had a great deal of discussions with the 





various regulatory bodies in the Federal Government, 
and the Territorial Government. Do yourot have any 
indication at all on who is going to -- who the plans 
are to regulate and consider engineering feasibility, 
rate base, rate of return? 

A Well, I think many of 
tose items clearly would come under the jurisdic- | 
tion of the National Energy Board. I guess it's 


when you get into the environmental areas and areas 


like that where the line becomes less distinct, and 





I really don't know what the answer to that is. 


Q How about the national | 
and economic and social impact, would you know what | 
=—- would vou hazard a gquess as to -- | 

A Pin inclined, certernly 


this is an area that the National Energy Board hears 


evidence on, the impacts of -- the public interest 
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| 
} 
| 


aspects of projects is certainly something that comes 


| 
under their jurisdiction. 
| 
| 


Q ihevsoctal. inpact? 

A I think they interpret | 
thebri--) certainly! their regulations as also encompass-— 
angi that. | 

Q How about northern 


economic and social impact, the northern region? 
A I think frankly they 
feel that these are all factors that they do have 
to consider under the broad public interest aspects 
that they are charged with taking into account in 
the certification of any facility that comes under 


Gheixnsjunibsdiction. 





THE COMMISSIONER: Werle) 2" rm 
going to intervene at this Stage. We now have Mr. 
Horte telling us how the National Energy Board con- 
ceives of its mandate. I'ma little bit concerned 
about that. What was -- I thought that Guestromererat | 
you finally did put, Mr. Templeton, was an interesting | 
one, and I thought Mr. Horte's answer was equally | 
jitemesting. That is he said that Arctic Gas would | 
prefer to be answerable to a Single authority for the | 
construction of this pipeline. I'm curious to know | 
Whether that's the view of the Environment Protection, 


| 
Board as well? 
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ty You don't have to tell me now, but I'm interested to | 

2 | know whether after 2 1/2 months we have reached any 

3 | common ground in this Inquiry. | 

4 A Well, in the hearings 

5 | on June 2, 3, and 4, we will certainly be saying that | 
| 


6 with a great deal of emphasis. 





4 THE COMMISSIONER: I see. 

aj ae TRE PET ONG 1. <i boll iy 

a | problem is -- and I realize these questions of how | 
10 | is, the government going to react, it's really not fair | 
11] to ask Mr. Horte, but the government is not Pee seeneee 
12, and yet it's one of the -- can have almost as much 
L3 | effect by its actions as the applicant, and perhaps 
va) not as much but -- 
isi THE COMMISSIONER: The 
Lo National Energy Board isn't the government. They're an 
a7 | independent agency, as I understand the National 
0 Energy Board Act. 
a ae Per aues to the Minister, 
20 | though. | 
21 | THE COMMISSIONER: Oh, all | 
| Gight. | 
23 | MR. TEMPLETON: My problem : 
24 | Hepindon taknow who to ask, “yom see, .and so.I vasked | 
29 Mr. Horte. | 
26 | MR. SGOTT: TBhat.was certainly | 
27 | what Mr. Genest told us. If we didn't know who to 
23 | ask on the Board we could ask Mr. Horte. 

29 | MR. GENEST: He's got his 


a0 4 bag upstairs. That wasn't in £t. h-do Suggest, sir, | 
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that it's,with respect, I don't think we're going £6 
get anywhere by substituting Mr. Horte for the 
government, Mr. Templeton's questions to ask of the 
government. He may have some problems, but Mr. Horte 
is not going to solve the problems. | 

THE COMMISSIONER: Well, carry | 
on, Mr. Templeton. Each of your questions is preceded 
by one of these discussions, but the questions are 
Still good questions. We pick and choose among 
them. 

MR. TEMPLETON: Thank you. 

Q Me. Horte,; when do you 
expect to receive the environmental reports from 
your consultants on the Simpson re-location? I think | 
you said this morning that it would be this year, but 
I was wondering if you can be a little more precise? 

A Weld isir, Tiwas talking, 


this morning about the cross-delta -- 


Q Oh, I see. | 

A -- environmental reports, 

| 

‘ Q But I believe in the | 


geotechnical panel they said that they were going to dd 
| 

geotechnical studies on the Simpson re-location. 
A I honestly don't know, 


Sir. Maybe somebody else here does. 





Q Well, do you consider 

i 

| 

the environmental impact which was put in the -- which | 
was included in the exhibit on the Simpson re-location | 


an adequate environmental impact assessment? Or are 


there more studies yet to come? 
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A I would have to -- I 
couldn't respond to that quéstion at theimoment. I 
would have to -- I could give you an answer to that, 
I think, after I've checked with some of our people. 
I don't know if there is additional to come on that 
particular one or not, honestly. | 

Q [Mthinkwthe questionni'm | 
getting at is that if they are not -- 

MR. GENEST: Maybe I can 
help, Mr. Templeton. Mr. Williams, who is a fount 
of all knowledge, says that there are more and they 


should be ready this fall. 





MR. TEMPLETON: Well, yes, can | 
he be “a tittle more specific about "fadi" 2-n1Your see, | 
my reasoning is that I read in the newspapers and 
even in the transcript that people are having some 
difficulty being financed, and perhaps there is some 
kind of a target date around the end of the year to 
finalize the hearings, and perhaps this is improper 


foramerite, say s@,abut whatodidm, trying? toesay»dis.are 





there judgments going to be made based on all of the | 
information, or are the reports going to be coming | 
in after the hearings are over? rminoct fa Ling | 
about datalreports ,cnow;,- 1! m talking, about! opinions. 
Data reports plus opinions, on which will be filed | 
with the Inquiry and on which judgments can be based. | 

A Well, I would think, pint 
that we would have to support with data the opinions | 
that we have, let's say, with respect to the Fort | 


| 


Simpson route, before this Inquiry is over, to the 
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Al extent that we haven't already done so. 
{ | 


ma THE COMMISSIONER: Well, you'll 





| certainly have to support with appropriate environmental 








4] impact evidence any proposal to bring the gas pipeline | 
5 across the mouth of the delta. 

S| A Veoro Lice 

* MR. TEMPLETON: I was coming 

3 Comene dertar rirst,, but there is the -—— what I was 

>| trying to find out whether -- I think there are about 
10 | four pages in yur exhibit showing the Simpson re- | 
bn | location regarding environment, and I was wondering if | 
a2 | you considered that was all that was going to be 
HS done, or if there would be more, as a matter of -- 
ba | A As I understand, not | 
15! from my own knowledge, just from what's been Sava; | 
it there obviously will be some more, and I think Mr. 
ary Wativeams Sard by this fall: : 
a MR. GENEST: There will also | 
19) be environmental witnesses called who will be eee eh 
20 | fan sure, to be able to Support the Fort Simpson | 
| route change with environmental evidence, and be | 
ae Subject to cross-examination on it. 


MR. TEMPLETON: Well then, 
could we go to the cross-delta route, and I don't 
Went EO get into the details of it, but I was wonder- 


ing when you expe ct to have the environmental and 





social studies published or available on this route? 
Preferably because of this end of the year indication, 
time is getting pretty short and to do studies, to 


publish them, and get them into the hearing process 
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is quite time-consuming, and I was wondering if you 


had target dates for doing that? 


A Well, I think that the 


basic, my understanding is that the basic environmen- 


tal work, the additional information that we believe 
is necessary will be done this summer, and then that 


data will be available and will be the basis upon 


Sai 7) 


{ 





which we can base what we think will be the environmen- 


Pam impact OLvahat routing, .and bring that. forth in 


evidence before this Commission. 


MR GENES.) lami qniivada, Sir, 


that before we do that, we hope to be in a position 
to file, I’ hope in June, .aa document similar to the 
Fort Simpson amendment document which at least brings 
you up to date on our present state of knowledge. We 
have disclosed in our list of documents some fairly 
extensive preliminary environmental studies which are 
available for inspection relating to the cross-delta 
alternative route. What is being done is to up-date 


and bring that information into a better degree of 


certainty, so there is considerable information avail- 


able from those reports to date, and there will be 
more available in June, I hope, under our present 
schedule of getting the matter ready. 

MR. TEMPLETON: Yes, but 
this comes back to the original question I had some 
trouble with, is that I realize you're putting into 
the INquiry from time to time information, and what 
I am having some difficulty knowing is when do you 


say, “I've now got enough information that I can make 


\ 
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an environmental impact assessment and this is the 


Opinion on which -- on the data on which I base my | 
Opinion that it's acceptable or it's not acceptable." | 
The continual addition of information beyond the 

Inquiry doesn't help that much. So if there is an 
indication that the Inquiry is going to be over by 
the end of the year, then you need to back up that . 
time and say, "I have to have my studies in by some 
date," and I would suggest that perhaps early in 
September might be about the latest you could have 
those reports to get them in and considered before 


the Inquiry was finished? 





A Wel Ti robecan ibepat 
exact dates »for you, sir, but ‘certainly it's our 
intention to get that information, or the results of 
that information so that we can present the impact 
for the twoareas you mentioned,early this fall, I 
think, you know, very shortly following the completion © 
of the work. Maybe there will be reports or biologi- 


cal reports that take further time to complete, but | 





I think the,results of that work will be known and 


can be testified to, before this Commission. 


Q Have you been able to 
date of conducting summer work, summer field investi- 
gatims and have the reports in and completed by the 


end of the year? 





A I can't answer your 
question. I am confident that we can get the results 
of that information before this Commission shortly 


after = veryyishortily) after ‘the work) is completed. 
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16) But -- 
A And we think that work 


will be completed in August sometime. 


} 
| 
1 


| 
| 


Q Butaisn’t ths -- wouldn't 


it be necessary to have this in some kind of a docu- 


ment so that people could study it and read other 


references and give it the consideration that's needed,| 


rather than just to present a verbal opinion at a 
hearing? 

MR. GENEST: We accept, sir, 
that we are going to have to provide adequate infor- 


mation to all the parties in connection with the 


CLOss-Gella Fauterse ‘that at can properly ‘be lassessed, 


ana we run thegmisk ah we don't do. it of Saying == 
of the Commissioner saying, "We dont have enough 
information and I'm not going to consider the cross- 
delta route," so it seems to me we have an interest 
in providing that information and providing all the 
parties with an adequate opportunity to examine it, 
and it's our intention to’ do so. 

5 Mee LEMPLETON:* Youre 


eecepting the burden of proof then. 


MR. GENEST: We can argue that 


later. 


THE COMMISSIONER: Do we have 


| 
| 
| 





any tea or coffee out there? How does that strike you? 


MR. TEMPLETON: All right, 
THE COMMISSIONER: We'll take 
a short adjournment. 


(PROCEEDINGS ADJOURNED TO MAY 23, 1975) 
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(PROCEEDINGS RESUMED PURSUANT TO ADJOURNMENT) 


MRI COET iMae (Commissioner, 


it's become something of a tradition for us each | 
Friday to devise a task for Mr. Williams to perform 
over the weekend so that he will be fully occupied 
and I've mentioned this to Mr. Genest and ourstaff would 
be grateful,and this isn't required until we next 

meet in June, or at all if the task is impossible, 


but we would be grateful if Mr. Williams could prepare 





a diagram like the construction diagram that he pre- 


pared before, showing the disposition of equipment, | 
Materials and pipes in the event of looping on a cross-— 
section of line. You will recall the diagram he did 
earlier that showed the spoil pile and the equipment, | 
all within the right-of-way. What we would like is 
that diagram showing the additional 15 to 20 feet 
that will be required, to which Mr. Horte referred, 
and the disposition of equipment in the event of 
looping. 

ap would also like to remind 
Mr. Genest -- I know it's unnecessary —-= that there 
are a number of undertakings in the construction and 
O. & M. panel, and we would be grateful if we could 
have some response to those, if possible, before we 
meet at the formal hearings in June. 


MRe GHUNEST so Took ante 





these, Mr. Commissioner. 


THE COMMISSIONER: Yes. Would | 
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you, look into one for me too, Mr. Genest? You will 
remember that diagram that Mr. Dau produced which I 
mistakenly relied upon as showing that if the curve 
representing the second winter of pipe-laying there 
would be almost 10,000 men at work; Mr. Williams 
pointed out yesterday that I hadn't appreciated that 
that covered the whole of the project within Canada. 
I wonder if Mr. Williams would prepare a similar 
diagram, but cut it off north of 60 so we have the 
graph with the curves and the figures it reaches 

on the scale representing the number of workers 
employed north of 60, and then we can segregate that 
from what occurs south of 60? 


MIR (GHNISIeS Te Vimy lone Telneie 


will be possible, sir. We'll do that. 


MR. SCOTT: You'll want yours 
by Monday, will you, Mr. Commissioner? 

MR. GENEST: Beg your pardon? 

MR. SCOTT: I'm wondering if 
the Commissioner will want his by Monday. 

THE, COMMISSIONER: I want it 
by Wednesday in Hay River, at’the latest. 

MR. GENEST:s Was that a 
serious comment, sir? 

THE COMMISSIONER: No. 

MR. (GENES T< Mir. Williams 
hasn't had a weekend off since since February. 

THE COMMISSIONER: When we 
come back, June 2nd, that's fine. 
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| soon as possible. 


3 | VERNON L. HORTE, resumed: 
6 CROSS-EXAMINATION BY MR. TEMPLETON (CONTINUED) : 

7 Q Mr. Horte, when the 
3 | lights went out I think we were discussing what | 


| 


environmental studies were being conducted now on | 
| 


the Fort Simpson re-location,environmental studies now ;! 


3 


Aly on the Fort Simpson re-location and also the cross- 
ie. delta route. Do you know what environmental studies 


LS are being conducted in each of these possible route 


2 


id changes? 
LS A 2 ican!" e* givesyou, the 
Specafichsettidrest ino Stas 


7 4 Nee 
7 BR. TEMPLETON 5 


ppese Mir: 


18) Williams, having a free weekend, could give us a | 
LS | list of these studies -- and I don't think it has to | 
20} be the weekend, but it might be -- it would be very | 


aa | useful to ug if we had this by June 2nd when we will 
oe | -- the Board will be discussing the environmental | 
- impact? 

a MR. GENEST: I'm told we can 


a do that, sir. We can have it by a week Monday. 





<0 | MR. TEMPLETON: Well, could 

27 | you also supply an estimate of when the environmental 
complete reports will be available, and I mean by the 

erat word "complete", I mean not only the data reports of 


the researchers, but the opinions of them as to 


———— 









ssve 
7 


i 
acvetenst 


ae 


os ott <0 
Ssoton . . » 


yo max@-sags 

































a 
4 







“5 
ar 


y 





2Be {OH eta 
Te D) MOTS SIGMaST os! YS MOTTAMIMAXS-ee0R5 
ang f mon 7M G- 
Sed 2th otew aw x I guo tnew etripit 
A +4 unéied psisw solbuvte Ieatnemtoiivas 
WO: Siig Tivos Beissool- nosnamia 2104 sit 
. 7) obs eagol-sx rozygmia Jx0t ont 80. 
2 153 was. ¢adw wond sg 46, suo stiob 
uOx to oBe 1 joubioy poled S35 
Sa2epAeis 
owe ; i922 OSL9109c2 
ey Ae 
1 st 
Wot Ass -sat2 riived ,emetliiv 
t eat 2 4° ++ aotbuie suestd to setl 
af +ipim +1 tud ,bresdsew srg od 
iliw so iT, vo garda Son iJ: an oF Ee foe0 
feau>ei5 od Liiw basot sat 
panes | | ee 
iso ew bios m AM y . 
vehaoM wea. ; even moo OW ait snd 0b 
Bivos ,fis TLIaay aM 7 
7 : 
letcomn ‘ys ofd ootlw 7° etpmites ne yiqave vals oy 
— 
siz ya 7 i bes ,oftdalieva ad tiie erioges Ste Lannea = 
26 2creqet £760 sit “ino don west I, ee Bitind 


to ghoinigo eAd ded , exeris 
- ay, 


a 








ASitWiters sl RE 
BURNABY 


Ly 


par 


ft 
C 


f= 
+ 


ORTING L.TO. 


Bic, vi 28 


V.L. Horte 
Cross-Exam by Templeton 


environmental impact and means of controlling impact? 
Is that possible too? 

MR. GENEST: Well,I don't 
think I @n answer that today, sir. We just have to 
see what work there is to be done. Some of this work 
depends on whether you can do it or DOC pele Les 


animal work the animal has got to be there, and he 


doesn't comply with orders-in-council. LoL ust 
whether ; 
have to see e We Cal’ give “an “estimate or not. 


MR. TEMPLETON: Well, my con- 
cern about these dates is that the time is Very “Snore 
to conduct these studies, and as you say, they 
include seasonal migration of fish and birds and 
other animals, and it's usual to include the fall 
season when you're doing such a report, and I'm con- 


cerned about whether these reports will be written 


by the end of the year, and then after ticy fe wri cten 


my understanding would be that they would have to be 
incorporated in some kind of an impact assessment, 
putting all of the research Eeports together to form 


an impact assessment; and this again takes time and 


I'm quite concerned about whether it's even reasonable 


to expect these to be done by the end of the year, 
and I really think that if it can't be done, that che 


Commissioner should be told now. 
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Cross-Exam by Templeton | 


Do you agree, Mr. Horte? 

SHE COMMISSIONER: Well, 
I think that everyone probably agrees Mr. Tem- | 
pleton, butyvMr.:Genest has said he can't tell us | 
now when these reporte will be ready. I am : 
certain that if Mr. Genest discovers they cannot | 
be made ready until past the end of the year he 
will advise the Inquiry. I really don't think 
you can go much further with this, Mr. 


Hempd ebon. 


Mite UMP LETONG | Adllaraght. 





Q Well, supposing, and 
perhaps;if I am out of line, Mr. Commissioner,you 
will tell me, but supposing for one reason or another 
these reports including the impact assessment 
that compiles them together are not completed by 
the time this Commission's work is completed, are 
there other governmental mechanisms that you know 
of. which could deal with fairly major route 
changes such as the Fort Simpson and cross-delta 
changes? 

MR.) GENEST<. Well » sir, 


the ultimate authority is in the Minister for a 





permit under the Territorial Lands Act and presumably | 


Nes tsiwcoingutea: “Pook at it. I don't anticipate. any 


such further route changes. 
THE. .COMMLS SLONER:: » al ethink these 
are matters of argument, Mr. Templeton, I really do. | 


We don't have to have a witness sitting there to 


justify your making these statements. You can make 
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them without having someone there to bounce the state- 


méents,ofc 

MR. TEMPLETON: All right, 

ivwililwleavée itpatt that. 

Q Mr GHOrbe;ythe various 
panels have submitted to this Inquiry many alternate 
methods of design and construction technicues which 
might and I emphasize the word "might" be used when 
they know the details of how they are going to 
build it. For example, you might or you might not 
buiildsuptaebermmfiveofeet: high to provide superim- 
posed load on frost susceptible soils. You might 
or you might not use gravel to -- gravel backfill 
to reduce erosion, and you might or you might not 
allow a minimum flight elevation of 500 or 1,000 
feet during operation and maintenance because of 
possible idisturbance to wildlife. 

Penecognize mhatiyour 
detailed drawings and your operational manuals 
are not prepared yet, and so you have difficulty 
beingrspecificpabout bwhatayouwill':do at a 
particular time and:a particular place, but how is 
this Inquiry going to be assured that the particular 
method chosen at that time will be the best for 
the environment? 

A Wellyieal think “what 
those panels have done is they have demonstrated 
the various techniques that can be used to avoid 
these problems and then they are going to zero in 


on the technique in the particular circumstance 
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1 that should be used, the most optimum technique, 


2 | if you like, or the best technique. Obviously, 


Lo 


this will have to have consideration for the 





sem 


environmental aspects as well. Many of the techniques 


: 
| : 
a we are talking about are related directly to the | 


] 
6 environment so the environment itself will be the 
7 major factor; considered,in arriving at. the 
8 particular design. | 
? Q Yes, I quite recognize | 
10 | that. But the problem that you are faced with, and | 
lif I think the Commissioner will be faced with when | 








he gives his opinion, is that we're assuming that 


£ 


13 | there is -- that environmental change is limited 
| 
Ba by careful attention to the detail of design and 
I 
13} control. But how is he going to assume that that 


16) is going os epen some years hence with 


17 | different personel, different people and obviously : 


| 
18 | people who will not have read the transcripts and | 
are-really.not.geared.to reading books anyway, the | 
| | 
ee | 
20 | field people.-~ perhaps that isiunfain;. but«when, a- persion 
| 1 


is out on a,job in the dead of winter, he is not, 








| 
all | aS« aj) rule,» conducting academic studies. So | 
23 | how is anyone -- and we are all faced with this pro- | 
4 blem -- and I was wondering if you could throw: any | 
eS: light on it as to how do you assume what kind of control 
‘| | 
26 | is given, when they get to the actual field: | 
27 | 
a8 
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A Well, there certainly 
will be specific design criteria that will be fixed 
for all the situations that one can anticipate in the 
actual construction of the project, and in the actual 


4 


Operations of the project. I think design manuals and 


| 
' 


Operational manuals have been discussed at this hearing). 
These are going to be the basic guides. Now undoubted- 
ly circumstances will arise that don't necessarily, in | 
a particular situation, fall within the gamut of | 
those guidelines, and those situations will have to 
be dealt with at the time; and obviously with time 
if you're looking down the road, that your procedures 
based on texperience,) etc.,; just Like im;any 
Operation, will be continually improved. I can see 
no reason why a company operating through this area 
would do anything different than they were to do in 
any OChervaréa;tand ‘thatisis bein a constant situation 
of planning and improving on your operations or your 
construction techniques. 


Q Will these design and 


Operational,manuals be presented at the hearings for 





discussion? 

A I can't answer that 
questron; situate Laidon“tyknow \that.theyewill.be-in that 
form during the course of the hearings 

Q Even if yoydid have a | 
design manual, I assume you would incorporate those 
items that I mentioned under "might" earlier, about 
overflights and whether to use gravel or not, and | 


as you get farther along in the designs you will 
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develop more closely -- close controls, but even by 
the end of these hearings there will be many things 
that will not be designed and so that you re Stilt 


going to show, I assume, things that You. might. do, 


or the tools that the people -- that the designers 
might use in certain circumstances. But there is the 
ite 


whole problem of predicting impact.'comes back to a oir 
that you have to predict impact before this is done 
to be able to say whether you think it's acceptable 
Ore NOG. 

A Well, cercainly you 


will have done that in coming up with these design 


| 


criteria, because they will be based upon an assessm_ent 


of those impacts, of the best way within which one can 
minimize those impacts. That will be part and parcel 
of this design, all the design features of the 
project, many of which have been testified to in this 
hearing. 


ua! 


MR. eee: Mr. Commissioner,Mr. 
I think the record of the testimony of previous 
witnesses has made it quite clear that these design 
manuals are part of the final design process, and 
will not be prepared until certificates have been 
issued. £§ Might add, sir, that the guidelines them- 
selves -- I have in mind page 5 of them -- they 
contemp Jate a monitoring service set up by the 
government to ensure compliance, and as far as the 
company 1S concerned, that's what we expect is going 


CO be “tie authority that en sures that we live up to 


what we have agreed to do. 
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MR. TEMPLETON: Well, I assume | 


youré saying or pointing out that the mechanism that 


| 


is going to limit this is -- are your design manuals 





which will come later, and a government authority that ''s 
fublys conversant) with all\thesesand wild be giving 

approvals throughout the whole operation. 

LSemehnake righ C2 

A Welljed thinkethe guide- | 

lines are pretty clear in this respect. They contem- 

plate Zneany certification.or in the obtaining of a | 


right-of-way, an agreement which will contain within 





it certain conditions, an obligation upon the applicant 

to fulfill these conditions. Now the actual design | 
manuals, etc., will undoubtedly not only have to cers 

Ineowaccounteallcofiithetthings.that we have pone cewen! 

but any such conditions imposed, and those will have 

to be incorporated into these design man uals, etc., 

and as Mr. Genest has pointed out, those same guidelines 

provide specifically for our monitoring -- that rohinel 


company itself monitoring the environmental and all 





the other aspects of the project, and contemplates a 
government monitoring agency to make sure that the 
conditions that will have been set down are in fact 
fulfilled. 


QO Yes, 1) recognize. your 





problem. The trouble is that the government agency 


has not been formed, I don't even know which department 
it would fall under or whether it will fall under three-- 
and if there is a fumbling in the back field at the | 
| 


government level,environmental problems can develop 
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1 because of that, and these environmental studies do | 
2 | cake =- dogo across#lawsg so thtixdf you,allow erosion | 

| | 
3} to occur in one place, it may spoil the aesthetics 


4 | and it may also cause siltation of fish. So -- 
THE COMMISSIONER: Mr. Genest is 





5 looking at me~- A Well, 2 can‘*t speak for | 
6 | government agencies or how they intend to handle it | 
7 other than to say, as I said yesterday;,ait's PS icusaee 
8 | contemplated that there will be a monitoring agency | 
9 | by the government to see that the conditions under | 
10 | which a certificate is granted are fulfilled, and we | 
11} would hope that that will come under one authority | 
»2 | so-that we do not have the) kind of conflicts that 
ee you're contemplating, because we think that would | 
14 | become -- would make the task a very difficult one. | 
15 | Somewhere the buck has to stop. 

16 | Q Mr. Truman was the | 
17 | Only person who had the sign that stops here, but ! 
18 I don't see that in Ottawa at the moment. | 
19 | You had a number of consult- | 
39 | ants, I think most of the panel members to date except 


! 
| 


po 
t 


for operation and maintenance panel were consultants 
‘ 





to your firm, and perhaps have limited tenure. Do 
231 you accept on behalf of Canadian Arctic Gas Study 
a | Limited all of the recommendations and undertakings 
that they have made? 


a6 | A Well, certainly we 


work, as you know the work that they have undertaken 
28 has really been under our supervision, so that in 
ee the final analysis the recommendations and the 


application here as set forth reflects the thinking | 





buns peers ans ,jsid TOCeRe 


bee ,eWel ezoxps op Ob == 
= = 


bee 































‘yen gi ,eoalq sno at er 


3i oibesn os testi qed Woil do esiscasos JRSrAteVeR: 


yiluucdyvdo a°3 vabesteeay Bise i sa , ys 4+ apdd tedto a 
MASS pA. num & ed Ifiw sx: sscls besa lometnos 
reba = To sttt SEdx Coe ©1 sraNrtTrevop ads yd 
w bas. »belli> fal atm Begastp et 27 tf4ns0 6 doLjiw 
viizodsrus sco tabaye Sieg fis eff eaqad bluew 
| add = [iacs [eo hresot eli » i ow tad o8 
bivew tect Ania? ow seleom ‘fs ieodnos et’ HOY 
sno tlupdtalb yiev B&B Ae@eg eis 1 blow amped 


qod@ 07 eed Anon a44 saedwemar 


fic { ecowe rete Hipge ec bec ow OOETRG@ ayia 
-_tasmon Soe th BWwes7G : it sea 3’ 966 I 
-—S$fxjenos:. 31 isdrmun 6s bern gor 
fconuke ateb of szsdnem Lathe eri Jo secon dalt® & tietne as 
= 
einejivenos sisw lefsg Sameneitiam as ai tala nd 
‘oned = { svsA) nuedteq bas mr >ainen 3 
: ae ‘Md ae 

vhua2 260 of47% mihenno te Plaied- co Jngo0R 
a 
; asad 
me cootvehnemtiesss sft to tia Sesame 

ee 
tghem ove yyadg | 
oe “itiies3ee flow A n* 
nenagtebau sved yant 2end AxOw Sil A sie ny Ss . 

a 


ail 


ine 


shaded 


t sed% O@c .nolebysegue wwe Sabra 












| 363 fins ettoisehnammonss aie a 


oniaAnins & Bins IISs ytet = Ba 
7 


Ls 


7 7 | 









A WES ST 


ro 


KY 


BURN 


REPORTING LTD. 57) But 


2 hh Me = LS 


V.L. Horte | 
Cross-Exam by Templeton 


of the applicant. 

QO lesee. 1 note din your 
policy statement that you now have two major engineer- 
ing firms, Northern Engineering Services and Northcan 
En_ gineering & Management Limited. 

A ves (sie. 

Q And I assume that North- 
can, who I don't believe has appeared at these hearings, 
yet, but will by your statement conduct the constric 


tion management function under your company's super- 


| 


vision, and they will be called upon to implement | 


many of the controls brought up at these hearings about} 
| 
| 


environmental matters. Is that right? 
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1 A Well, maybe I should 


ine) 


} explain. They have been retained to do the detailed 


3) planning associated with the implementation of the 





4] construction plans that we have presented before this 


| hearing. I won't go hack through them in detail 


64 because I did try to in my direct testimony sto 

7 | point out the various areas and various assignments 
7 that they have, that they are undertaking for us. 

9 Certainly they will be bringing us up to the 











UG point in terms of that detailed planning so that 

aa upon certification we will be in a position to 

12 | move ahead quickly without having lost time in this 
13 area. 

Me We have not made a decision 
£5: | as to whether Northcan will be the construction 

16 | managers. Their retainer is for this planning 

17 | phase or this implementation of the construction 

18 | plan. We have not made a decision as to whether 

19 | they will be retained by usduring the actual con- 
20)| struction, whether we will undertake that ourselves 
21! or use Northcan or some other party to actually 

221| Carry out the construction: management. 

23) Q Wel 7riwilddl «you 

24 | explain how -- supposing they do supervise the -- 

2° | well, even the preparing of the construction plans, 
26 | there will have to be used many of the techniques 

27 | that have been discussed at these hearings and 

28 | now ~~ what sort of mechanism is there to bring 

23 | them -- bring all of these items of environmental 


matters into their design? 
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Cross-Exam by Templeton 


A Well, they are not 
doing design, sir. They-- 
Q whey are going to do the 
control? | 
A Pardon? | 
Q Wauld they not | 
be sdoing the controk? | 
A\ They woth’ ttre domi | 


VINEMOMmerOih Mena ear riie pmo e lela: cnn volume ininceinitin cine 
environmental matters, engineering, design. 


rundamentally;, theary function.as a ..construction 





Manager would be»sto see that construction itself 
moves ahead without problems, but will be constructed 
is what is, as we have set out, is it will be 
constructed in the manner in which it was designed and} 
we want to be assured that the construction | 
does not’ result in something being built that 
violates anything in the design of the pipeline 
itself. 

QO Well psmy experience with 
engineers is that they sometimes have differences 


of opinion and what I was wanting to know is the 


mechanism tha tlyou were going to set out -- 
A Well, the mechanism | 


Weelibevthat thentcontrol.Llies witheCAGSL.. There 





eLeesormanytiacetsiito therconstruction.of -this 

project that we certainly aren't going to leave 
the decision making process on construction in the 
hands of just the construction people. 


Q I see. Well, I think 
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1| that you have answered the question? (CAGSL is 

2 | going to keep control of that andwaseithere are 
3 things that aren't being done that were promised 
4| at the hearings it will be the cCacsr, people who will | 
5 | insist that they are. | 
6 | m WVeryedefinitely. : 
a Q LW —Mperhaps it is a : 
8 | small point -- but in that, TD think we requires, ! 
°| wouldn't you agree that it requires a special attention 
10 or you have to address yourself, as this is a serious 

11 | problem,because everytime you get a new group in | 

i 

120 you do Pee ine ie philosophy of how to do it ana 
13 I think these have shown up in the evolution (oes 

14) the CAGSL studies by the various groups that have | 
15 | come up from time to time. 

16 A Weebl, © Ll Sthank sthat | 
17 | you really have to look on the groups as reaily being | 
18 | an arm of CAGSL. I think again I pointed out in | 
19) my direct testimony there are two routes to go. | 
20 | CAGSL could hire all these people with the same 
22 competence itself or it could instead hire consultants 
a2 y with expertise in these various areas, such as | 
23 | NES, NOrthcan and others and supervise their work 
24 | cto make sure that their work was sound, that met the 

25 | Cieenias, etc 4 that CAGSL had set forth with respect 
26 to the project, so that really what you are looking | 
27 at then, although once removeé as fundamentally | 
28 | employees of CAGSL, but employees of these firms so 


| that they have an ongoing situation when this project 
{ 


ee ee | iS completed that they still are associated with the 
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1 firm. We have the ability to draw on many 

2] people in this respect by being associated with these 
3 | large firms and their participant companies, so 

4 it gives us a very great array of talent which 

5 | would be very difficult for a company such as 

6! CAGSL to go out and hire at a stage when it in 

" fact doesn't even know that it is goinguto 

a cConstmuucts arprosects 

a Q Yes, Ivam not disputing 
10 | that. I am merely trying to develop the idea and 
= I think that you have answered He, that CAGSL is 
120 the one responsible and will have the staff to 
2a be able to judge on detail that have environmental 
14) Significance. 

ro A Sir, we can never 
Lo turn over the ultimate responsibility to anyone 

1? else. 

| 
18 Q Okay. 
19} A That responsibility 
f 

20 | must lie with us. 
sl . Q Will all of the 
22 commitments of Canadian Arctic Gas Study Limited 
23 be transferred to the operating companies? I 
all think they are two corporate bodies, is this not 
25 | right. 

aa MR. GENEST: Well, I can 
27 | stipulate thatisir. 
28 | MR. TEMPLETON: Okay. 


<9 || MR. GENEST: That goes 


without saying. 
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ine applicant 1s Canadian 


Arctic Gas Pipeline and the undertakings are those 


of Canadian Arctic Gas Pipeline. I can assure 
Dr. -- 

iim. “REMPLETON: “That is 
a study -- 

MR GENEST: “You don't 
need to be concerend about the two companies. | 

MR. TEMPLETON: Well, the 
studies though and many of these things were done 
by the study company? 

MR. GENEST: But they are 


the same people. 





MR. TEMPLETON: Well, as | 
long as the commitment is by the-- whatever the final 
company turns out to be -- 

MR. GENEST: jhe Saw 

MR CEMPLETLON:) Thank’ you. 
That is all the questions that I have, Mr. Commissioner. 
CROSS-EXAMINATION BY MR. BELL: 

. Q we NOrce,, On your written 


testimony at page 21 -- 





A Yes5 “Sirt="Yes. 


Q LOuUrsay enate.” Leys 
absolutely essential that»vrocedures be set up to | 
assure that the environmental and sociological 

parameters involved in the construction are adhered 
to and that the pipeline as constructed meets all 


the design criteria. Do I take it from this that 


Arctic Gas will establish such procedures? 


\ Yes. 
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QO And in some cases you 
will have inspectors on the job during construction to. 
ensure that these procedures are adhered to? 

A We will. 

Q I‘d like to. refer you 
to Exhibit No. 55, it's the construction plan, Section 
13-A of the application materials. 

MR. GENEST: What page Mr. Bell? | 


Mee DEG Tis tab 13-A4 6, 





page 27. 

MR. GENEST: Lala 

MR. BELL: Yes, under the | 
heading, “Survey." You've described there five phases | 


Of survey activities: . The control survey, the location 
Survey, the construction survey, the as-built survey, 
and the legal survey. 

A Yes sir. 

Q And you say farther down | 


that page under the heading "Criteria": 


"The survey plan has been developed in 
accordance with the following criteria: 
Lead time between survey and construction 
1S provided to allow for use of survey 

information in detailed design, clearing 


gp£ brushaeory location. and: control:surveys, 





access grading, equipment operation, and | 
disposal of construction and camp wastes 
Will be carried out in the same manner 


as) equivalent. construction activities. 


Brush disposal and cleanup will be done by 


\ 68 Mortoustare 
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Cross-Exam by Bell 
the appropriate mainline construction crews," 
and then we come to the part that I'm really interested 
in. You Say: | 
"In each case, each survey crew will bé 
accompanied by one or more inspectors whose | 
qualifications and duties will relate to 
protection of environmental, archeological | 
and where relevant, human socio-economic 
values." 
A Yes ‘sir, | 
environmental 
Q Well, these !archeological 
and socio-economic inspectors, I take it they will be 
responsible for monitoring the procedures that we're 
talking about in your written testimony/ 

A Certain of those pro- 
cedures, yes, dealing with our areas of expertise. 

Q And I assume that part 
of their duties, at least those of the en vironmental 
inspectors, will include ensuring that environment 
protection legislation is complied with? 

‘ A rT am sure that is true. 

QO Well) Tedorn' 4. want £0 


get into Phase 4 evidence, but I think for the sake of 


completeness here I'd like’'to ask. yow lf you could 





tell me in a general way the kind of circumstances 
under which socio-economic inspectors would be used 
and the sorts of things they would be doing: 

A Well Iv think that’ can 
be, frankly, more appropriately handled or better handled 


during Phase 4; but certainly we see these people as 
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being on the construction sites making sure to the | 
best of their’ ability that“socio=economic impacts are ! 
being4minami zed er reportingaongythe problemsathat occur 
in these areas and actions that must be taken in order 
to avoid! them Obviously in?accordancenwith,casrbest 
as onebean an this areasof Soctofeconomics, pre-deter-— | 
mine many of these things. 

O Well, suppose, Sir, it 
deve lopedinat a particular community had a concern 
about a survey that was being carried out in their 
Vicinity -inoulde ties Soclo-economic: inspectors go in 


and. tay landedealewitsh that. concerns oraat least, report 





on ‘the, concerm’ so it could be dealt with? 

A Ves 

Q I have here copies of 
two MWetters) that liwould likesitiosputsan the record, 
and I'm afraid I only have one copy so I'll read them 
someverybody can hear what they ‘say... The first one 
dekcantbetter GatediMay W2y, 9/5, fxuomthe: Nonthwest 
Wandsics Forest! Seyvices in. Inuvik’;,,andiat's, addressed | 


to the Band Council at Fort Good Hope. It says: 


"Subject: Planned Exploration Activity." | 


THE COMMISSIONER: What's the date? 


MR obi liave 2 je L975. 





| 
{ 
i 
| 


MER arGENESM sein vey asyar Letter 
from whom to whom? 

MRASICE EL sa mnrom Mrs C.J, 
Cuddyid==ariteast Dothinkpittc MrzoctapActing «District 
Superintendent, Northwest Lands & Forests, to the 


Band Council at Fort Good Hope, and it says: 
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"Northern Engineering has notified the Northwest | 
Lands & Forest Service of the Department of 

Indian & Northern Affairs of the company's plans 
to conduct a pipeline operation in the area RoE 
of Fort Good Hope. Information on the operation ils 
appended with a map. Your Council's comments | 
based on local knowledge of the environment 

and your use of the area in which the proposed | 
Operation is to be conducted would be of 
assistance in preparing environment al conditions 


for this operation." 


He then describes how these comments can be transmitted 





to him, and says: 
"Your comments on this proposed program would | 
be appreciated by May 27, 1975." 
And he enclosed a copy of a letter from Mr. D.M. BOs; 
Manager, Land Section, Northern Engineering Services 
Company Limited. Reamvsi raid. t had “to, take this 


information down over the telephone and I £OLGOL, to 





get the date of the letter, but I'm told that it's 
early this month, and it's addressed to the Regional 
Superintendent, Northwest Lands & Forest Services, 
tmiBort ‘Smith, and it says: 

"Gentlemen: 


Northern Engineering Services Company 





Limited, engineers for Canadian Arctic Gas 

Company Limited, proposes to carry out a | 
helicopter-supported pilot pipeline route 

location survey in the area shown on the 


enclosed map lying north of Fort Good Hope, | 
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Northwest Territories, commencing on or 
about June 1, 1975. Accordingly, Northern 
Engineering Services Company Limited 
herein makes application for a land use 
permit and in support of this application 
wehenclosé, the” followings: 
1. Applicatzon form in duplicate 
2. Project description in duplicate 
3. Ten sets of maps showing the work area, 
colored in red. 
4. Our cheque in the amoun tof $10.00 
eovering*the application” fee." 
Then he describes how the superintendent can get in 
touch with him if he wants further information. 
Autachieditorthatmietter is 
a document entitled: 
PApplicationyfor land use permit," 
subtitled: 
"Pilot pipeline route location survey." 
And there are a series of headings on the application 
with a brief paragraph following each one. The first 
heading is, "Project description", and it says under 
this: 
"Purpose: The project is to be undertaken for 
the purpose of verifying the accuracy of ortho- 
photomosaic coverage of: a 20-mile section of the 
proposed CAGSL pipeline right-of-way." 
Under the heading "Work area." 
"Commences at or near the north bank of the 


Hare Indian River near the settlement of 














lisa ya 
































ae 
areerisroi vieakssos96 Ssctel \f Sint suede 
bes imbd Yasqnes weoiv «oz pa tend pane 

seu bast & 268) Hobwsd tfo0° ote qlstedt 
toksevilgas SLAP SO Groggy. vi one Diterag 
, epatwol io: ef! oselone ew 

atarhiGgeh fo ir107 noe enh bggA owt 
etsaaiiqubentaoity isos ss Losier «& 


,s975 wxow ade paiwoda agen = joe tat <,€ 
Hox. o. Bepeles 
0O.0l2 268 nuems ads «i »)pato wwO ».8 


" seb Retteniiqu« 21) eReYavoS 


gi top mea tnebesdaiteque ols oo eadeaormeb eh nent 
norjemreid: dss? etre: of +2 mh aeiw roaged 
ei tesze! s6A7 of Bororzsa es 
aldi¢ee) teem gob s ype 
~Fimieg sty hu | 3 = sj teodiquA bt 
:belqestdva je : 
* yorw2 @eatsoot atvox anis ate sols" Od 
eottsollogs eft so apathasd ko 2alise G o86 Saenz Bar i 
‘exit seat .sno tose gatwollot dGsxpeteq Jettd s Waaw 4s 0 
iabae ayse ti bas *nosagiaseer jooro a". ,ef pnibesd 1:2 
; ou seid cs 
of} nedetsvabay sd of et doetosa att Semogupt” ©, oe ; 


-odtte Zo yossuonn eft piyhivey 36 s2oqmlg aris 

ai? to ndhdess elim-0S 5 tolspaasyes edenomadolg 
‘ysw-tesdpin sabisgid Jeu gemogerg 

7 "6938 a 

adit 379 dnsd ddton of? 3894 40 Ts gsprammdD | 


30 toi so0r alte li eae aaa ee 
- 


SLOWEST REPORTING L-TD, Seraee 


BURNABY 


BeBe: ; | 
| 


Viol. adore 
Cross-Exam by Bell 


Fort Good Hope, and extends generally ina 
nortnwaud direction for a distance of approxi- 
mately 20 miles, as shown on ten copies of a 
reference map and pertinent ortho mosaic enclosed ,; 
marked sin red." 

Under the heading, "Work description," 
“Carry out a 5-foot cut line survey along | 
the lines shown on the ortho mosaic. The 
work will be carried out by local workmen 
uSing chain saws, axes, etc.:, for hand clear- 
ing. The felled timber will be limbed, lopped, 
andwilald -flateeon ¢bhe «ground ." 


Under the heading, "Campsites," 





"Two tent campsites have been tentatively chosen 
and are shown on the attached ortho mosaic. 
Each campsite should be utilized for approxi- 
mately bonddays.:." 

Under the heading "Personnel", 
wibimemeasy imevuding 1 supervisor, 1 pilot, 
i engineer, -l cook, Mirbulijncook , X2:ichaii= 
Saw Operators, and 4 surveyors." 

Under the heading "Transportation", 
"All movements of personnel and equipment 
will be carried out by helicopter. Wherever 


possible the helicopter will land in cleared 





areas or on water bodies. Should clearing 
be required, it will be kept to a minimum, 
consistent with safety requirements. No 
ground vehicles will be used." 


Under the heading "Equipment", 
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1 "1 helicopter (Bell 206 Jet Ranger), 
2| chain saws, axes and other hand equipment | 
| and other camping equipment." 
a| Under the heading "Time Schedule", | 
5 "Proposed to start on June 1 and to be 
6S completed by approximately July 1. However | 
7) because of the vagaries of the weather | 
3 | we request that the permit cover the time | 
9 | period June 1 to August 31, 1975." 
eal I am informed by the chief 
11} of the Fort Good Hope Band, that the Fort Good Hope 
oT Band Council opposes the granting of this permit, and 
AY further, that there is a movement in Fort Good Hope | 
14 to boycott employment on the survey project. Now 
15 Since there are no inspectors listed in the application, 
16 | sir, I would like to know whether Northern een eee 
17 Services is complying with Arctic Gas policy on this : 
18 | survey, and if they aren't, what steps you will take 
fl : 
4 Lovensure thac they do. 
20 | MR. GENEST: Well, Mr. 
I 
21) Commissioner, first of all, the passage from the 
22 application materials read by Mr. Bell had to do with 
ee tiessurveysor the linesitself was part .of the construc~ | 
24) cion project, This has to: do CGE correspondence, 
a that I have heard has to do with the field test of 
<. the validity of -- 1 forget how you pronounce the 
27 | word -- ortho _photo-mosaic method which I think we've 


heard evidence on was intended to replace the control 


survey because of new methods. 





| 
| 

ee 2 | MR. BELL: Well, Mr. PS 
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ie) 


1 it may be atest to the applicant, but I suggest 
that the risks to the environment are the same as if | 
| it were the actual project; that the fact that it is 
does not remove the fact that Fort Good Hope Community 


5 | is not happy with it, and that the survey clearing 








6 |! will eventually become part of the right-of-way | 
7 | Clearing. I think that the witness should be required 


3 | to answer the question. 
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Cross-Exam by Bell 


MR. GENEST: Well, | 
could we have the question again, please? 

MR... BELL: 

Q The question was, 


is Northern Engineering Services complying with 





Arctic Gas policy and if they are not what is 
Mr. Horte going to do to see that they are 
complying with it? 

THE COMMISSIONER: «iI «think 
that is a good question. 


A Well, I would certainly 





before responding ycompletely. to that question, like 
Coytalki to Northern Engineering» Services,s § This 
particular matter has not come to my attention. This 
as the first that: Il have heard sof jit... at sseems 

to.me built right into that request as you | 
read it were obviously a great many environmental 
considerations had gone into the designing of that 


request in itself. Now, that doesn't mean 


that somebody may not disagree with those environmental 
assessments that are obviously part and parcel of | 
the requests; they are...asking, as I understood it | 
for merely a five foot. cut line: «nFhey sagescoing | 
to use hand clearing which means a minimum 

of, disturbance, certainly from that standpoint. They 
are going to be using helicopter support. They are 
not going to be running vehicles through there, so 
many of the environmental considerations undoubtedly | 
have been taken into account. | 


Q Do I understand sir, that| 
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fur you, Hut it is -- Wthinkethateundoubtedly they 


mi this particular survey is going to be conducted in | 
2 | the same way thatlthe actual location survey is going 
3 to be conducted? 
ef A It may be very similar, 
5 | yes. 
6 | THE COMMISSIONER: Well, 
" Mr. Bell's point is that the correspondence | 
- doesn't reveal that, to use the words of the construction 
| 
a plan, one or more inspectors who will have duties 
10] relating torthe protection of the environment ,ar- 
11) chaeological sites and social and economic values, 
ss will be accompanying the survey crew. 
ae Now, that doesn't appear 
14 from the letters -- 
pi A Wel}, and that is 
16 the answer that I do not know, sir, except I would 
ma think that what we are talking about is -- 
a MR. BELL: | 
19} Q Well, will you undertake, 
20 | sir, to have environmental inspectors appointed? 
i 
21 | tik COMMISSTONER :41 Let 
22 Mri bHortes finish.buheywas) answering: == 
23] A I would think that 
i 
oa | NES would certainly be taking a responsible attitude | 
i on this thing with respect to the protection of the | 
7 environment. What particular measures I am just | 
: not familiar with. I would. tryband get that information 


eee aemoquthis) joo. 'lt isa small job and I think it 


| 

| | 

| have set down criteria for those who are going to be | 
i! 
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Cross-Exam by Bell 


will be closely controlled if you want my opinion, 


but I needtto verity that 


Q Well,I would like to know 


then what you intend to do to deal with the concern 


Of the Fort Good Hope community; and I would like 


to suggest to you that there will be a good opportunity; 


to deal with that concern when we have the community 
héarang'in “Fort ‘GoodHope early: in August, and 

I would like to ask you if youwll undertake to 

have: the ‘survey ‘delayed until that) community 
hearing is held. 


A ime@an.-transwer? that 


question. I would have to find out more information. 


THE COMMISSIONER: What is 
tie Gate set, for that Community hearing? 
MRs BBL, <bt isthieamly 
in August. I am not exactly sure of the date. 
MRJAGENESTis left marght be 
helpful ai-we-iget sone) détails of the’:concern:. 
Rather than -- so we could study it. 
’ Mie.. (BERS? 2 Well la uityou 
would like me to put you in touch with the 
chief of the Fort Good Hope band I would be happy 
to. jdowthat, 
MES MCh S Owe caniianr ange 
chatmrchumMr #tBell. 
MR. BELL: 


Q Well, sir, does it 


surprise you that Native people would reject jobs 
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1| on a pipeline related project? | 
| 
2 A Noy 1 “does not | 
3 surprise me. | 
i 
4| Q Why not? 
5 | A Weil, they may for 
6 their own reasons feel that they do not want to | 
7 see a pipeline built. If that were the case, why 
a would they do something to co-operate in the building 
9 | Ofethatweipedine: Sifdon’ t- know that that is 
10 | their rsituatron.! but 1c could well” be. 
LL) | Q I see. Does that 
lo” Square with the advice of your socio-economic 
13 advisors? 
1 A “Tsean"t tell you, 1 
=| Can find out. 
| 
16, Q Well, cen you tell me, 
17 | sir,havw any members of the Canadian Arctic Gas 
isl consprtium ever been convicted of violations of Enviror- 
19] mental Protection legislation in Canada or the United 
20 States: | 
2s : MR. GENEST: I object to | 
22 thateesir- | 
23 | MR. BELL: I would like | 
| 
2) to know why. | 
25°; THE COMMISSIONER: Well -- | 
26 | you said any what?-- members of the consortium? | 
27| MR. BELL: Any members -- | 
285 yes. : 
29" Tt seems’ fo me. sir, that 
30 | this is a question which goes to the credibility of 
| 
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the applicant's promises with respect to environmental | 
policies, that since the applicant is -- I am 
sorry. 

THE, COMMISSTONER: No, 
Camry Onu== 


MR. BELL: The applicant 





is not an operating company, it has only been in 
existence for a very short time. 

THE COMMISSIONER: Excuse me, | 
Miss .Hutchinson, have you got a moment? 

MR. GENEST: Well, my 


submission -- 





THE COMMISSIONER: 
Sa ie ON 4 Mig ge Le. 

MR bei) Yes, h was saying 
that this is a question which goes to the 
credibility of some of the applicant's promises with 
COSPCcGuALOmuts sscuvironmental policies and since the 
applicant doesn't really have any independent record 
OG.Lts Owngin this area, that the only way of 


beStingithat Geedihiliy is to look at the, records 





of those who own or manage it and assess the 
eredibility of those, promises in that light and 
~ thinkythat.~this,=-.wedl,..as 1, said, this is.a 


question whichygoes to,the credibility of those 





promises. 
Meee GUNE ST... Well, sir, 
I have never heard it allowed as a question relating 


tovcredibility, that. you.can cross-examine a witness, | 





one of the chief executives of a corporate party on | 
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| 
1| the records of its shareholders. It would be another 


bo 


i matter if Mr. Horte, himself, was party to any 








3 such transgression as Mr. Bell seeks to establish, | 
4) but in my submission that is not a proper question. | 
5 | THE COMMISSIONER: WEi1; | 
6 | do you have anything to contribute to this ,. Mr. | 
7 | Scott? | 
3 | MR. SCOTF: Mr. Commissioner, | 
7 I am sort of thinking about it. Perhaps I can | 
10 | make two observations. First of all, it doesn't seem 
| 
11 | to me that Mr. Genest's objection, that somehow 


the corporate veil protects the determination of 





13) whether those discretions have occurred by principles 

iH 1 
14 of the consortium, is a very effective defense. Surely, 
1S) atyleastman any: inquiryaif not: in the court, we are 
16) beyond that stage when the applicant is in fact not 
17 | an Operating company but a consottium of other and 

i| 
18} Operating companies. That is point one. 


Point two I would have 
20 | thought, and I am sure that perhaps in reconsideration, 


the applicant might be prepared to answer that 





| 
question with respect to specific legislation. If 


the question were restricted to Federal legislation 





24) or legislation in this Territory or in some adjacent 
eel ; A 2 * | 
Pa province it might be relevant. Some of these companies| 
ae | 
Pee. ONG 


have international operations and it would be 





ALEELGulti to: igo thoomfiar. The third observation 
23 is that even if the answer is given and it reveals | 
25 | that there are a number of convictions, I am not | 


} really certain to what use anybody will be able 
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| to put that particular fact except to show that they | 
ey have been convicted. It doesn't seem to me it | 
i 
3 is going to assist in the long run in determining 
4 | wiatcconditions should be-imposed, if any, with | 
5 respect to this application. 
6 | TEE COMMISSIONER: I see | 
7 Mr. Lucas pulling a microphone toward him. 
8 | MR. LUCAS: Well, I would | 
9 | just like to comment on the last point made | 
10 | by Mr. Scott, Mr. Commissioner. It seems to me | 
11} that any information on convictions for violations 
ew of environmental legislation are extremely relevant 
13} to not only the question of whether the applicant is 
14) likely to live up to its guarantees regarding 
13) environment protection, but is also very relevant 
16 | to the kind of regulatory arrangement that ought 
17 | to be perhaps recommenéed by this Commission to ensure 
18 | that the applicant does in fact meet envitonmental 
19] and socio-economic stipulations. It seems to me 
20 | it is part of the information base that is relevant ' 
| 
21 to any recommendations that this Inquiry might make. | 
22) MRI GENEGH: “Well, sir, 1 
ao have one final -- I think that -- I submit very | 
24 Strongly that you are going to embark into 
25) dangerous waters; waters that are very hard for us | 
26 | to deal with. They are an attack, I submit, on the | 
| 
27 | character of the applicant. Are you going to have | 
28 | a full scale inquiry, because one or two questions on | 
| | 
29 | this doesn't give you the answer. Is this Inquiry | 
30} going to launch an inquisition into the good eats S 
I 
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of all‘of ithe participants in the Study group and 
it doesn't stop there, because you have’ to 
i look at their executive officers. They have corporate 


4 shreholders, you have to look intosthei= Shareholders, 








a they. ane santificial, entities, as Mr. Scott, objects 


6 | to the argumentas to the corporate veil. 
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You are launching into a 
major inquisition and I submit that unless you do that 
thoroughly you are not going to get much help from 
an answer that may deal with a couple of convictions 


of Gulf Oil or Imperial Oil, who may have been in 





| 
! 
} 
| 
| 


breach of some land use regulations, or some environ- 
mental statutes and been fined for it. 

TNLS LnauLry,. in my submission 
is not an inquisition into the good character of the 
participants, their officers, their employees, and | 


their shareholders. 





MR OCOTT:: Mr. Commissioner, | 
one other observation; surely one should look at the i 
utility of the information that is going to be pro- 
duced. You know, the question is not advanced to 
Cese ME- forte s ‘credibility, es it would be in a 
Court room, and therefore one looks at the usefulness 
of the information that is produced. The only rea- 
Son trate 1.s advanced for 26 9S, I. think, Mr. Lucas’, 
it provides the information base for evaluating the 


commitment or promises of the applicant. 


In my respectful submission, 
in considering it, that seems to me to be a relatively 
shallow submission. It seems to me that the function 


of this Inquiry is to prepare recommendations with 





respect to conditions, and if it deems advisable to 
prepare recommendations respecting the way those 
conditions might be enforced, in performing that | 
exercise and in making submissions to you, for example, 


I will not be at all impressed by the fact that the 
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1| applicant's record is heretofore unblemished, and 


pe) 


I will not be at all dissuaded by the fact that, if 











3 | it is the case, that the record of one of the members 
4| of the applicant is blemished. In other words, it : 
i | 

5 | seems to me our function is to determine what the | 
6 | environmental conditions, if any, should be, and | 
7 how they should be enforced, and that you will not | 
2| be assisted by any information of a general type or 
9 | even of a particular type about how members of the 

10, applicant have treated regulations or wgulatory 

11 | agencies, or indeed even positive law in the past. 

12| Dhati Wont assist you to draft the condition or to 

13| draft a scheme, and therefore there is, in my respect | 

14] ful submission, something in what Mr. Genest says. 

15] If the question is permitted it will amount to an 

16 | embarkation on a very extensive voyage of discovery 

17 | that ‘won't stop. simply with this kind of question. 

18 THE COMMISSIONER: Anything | 
15 to add? 

20! MR. BELL: Well, with respect, 

i | 

21 = beg ewe think that Mr. Lucas' submission is not properly 

22 | characterized as shallow, and that it seems to me that 
| we've already had evidence of violations, at least if 
24, not of convictions, of environment protection legieiaey 
25) tion in the Northwest Territories which has been 

26 | received at the community hearing in Aklavik. | 
27 | THE COMMISSIONER: Well, I'm | 
23 | e-Live been told by sMr..Horte that Arctic Gas consists | 
29 | of 18 member corporations and that each of these | 
30 | member corporations has a seat on the Management | 


a 


neve 


| 
| 
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1| Committee of Arctic Gas. It seems to me that we're : 
| | 
2 | not dealing with a situation in which widely spread | 
3 | --.a situation in which an attempt is beingfhade to 
4 | examine the record of a widely spread group of share- 
! 
5 | holders, We have a question which is PUL, tO 
6 determine whether any of the corporations which con- 
Vi Stitute the consortium and which control the consort- 
i 


ium have violated legislative provisions for the 
i 











4 Protection of the environment in the past. I think 

10) that is relevant to the GueSiton that this Inquiry 

1} will in due course have to face. What terms and 

12] conditions ought to be imposed on any right-of-way if | 

13 | one 1s to be granted to Arctic Gas to biadd- a pipeline: | 

14] it relates to the question what the substance of those | 

15 | terms and conditions ought to be and what measures | 

16 | Ought to be recommended to be certain that the terms | 

17 | and conditions imposed are in ae complied with. So | 
O 

18 I'm going to allow the question be Dut. © Should add | 

19 | that as far as I am concerned, I regard it as more 

20 | important to clear up the question Mr. Bell raised 

21 earlier about the Survey crew from Northern Engineering 

22 | Services going into Fort Good Hope without there | 

oI being any indication from the correspondence that | 

24] One or more environmental inspectors will be Schone 

oy | 


thewcrew. Now it as ‘ali Verywebrcorcay that in the | 
strictest terms that Survey does not fall within the 
construction plan, but it seems to me that? if on “the 
one hand we have Arctic Gas Saying this very day at | 


5 || this hearing, through Mr. Horte that each survey crew | 


I will be accompanied by one or more environmental 
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li inspectors, and at the same time we have a survey 
e | crew going into Fort Good Hope without any indication 
3 | | 


that any environmental inspector will be accompanying | 











4 that survey crew, that si; as ‘far’ as I’m concerned, 
5 something that goes to the whole question whether | 
6 Aretic Gas is’ putting forward these statements of | 
7 i policy in the construction plan in a way that the 
3 | Inquiry and the Government of Canada can rely upon. | 
9) Both issues or both questions raised by Mr. Bell go | 
10} to the same issue. 
ae How far do we have to go to | 
r2) obtain compliance with measures designed to protect 
i3) the environment? Whether enacted by legislation in 
14 this or any other jurisdiction, or whether undertaken | 
13) as eeteet OF DOlucy by the company i1tselt. 1 would : 
au like those letters that you read out photostated and 
17 | distributed to all the parties. I'd like to see ) 
copies myself, and 1 think*® that we should be-advised, | 
ey Mr. Genest, of the question raised by Mr. Bell, peeetee 
20 | it may be that the matter was omitted from the corres- | 
i 
an pondence. Is there an environmental inspector accomp- | 
22] anying that survey crew? | 
23) MR. GENEST: We'll do that, | 


sir. 


| 
5 | 
a THE COMMISSIONER: Go ahead 
| 

with your questions. | 


we) 
} 


MR. BELL: I will have copies made 
3 | | 


as soon as I can and have them distributed. 


eA Q Well, the question was: | 


EEE | Have any members of the Canadian Arctic Gas consortium) 
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Ly ever been convicted of violations of environmental 

| j 
2} protection legislation in Canada or United States? 

3 | A eidon vt hknew jes ier . 

4| MRACS COTTA Whatiris ta iquesttion 
> | that obviously has to be answered, because you have 

6) ruled; but* 2 sehink Sine fairness (it wotlhd@sanot Therinapp-= | 
7) ropriate or inconsistent with your ruling for Mr. 


Bell to tell us what he means by "environmental 


protection legislation in Canada and the United 





10 | prates .— amedh thesproblemuhere ispthatedf onehzis 

\ 
11} concerned about regulations passed by the Department | 
ea of the Environment or the Energy, Mines & Resources | 
ba in Canada or the Department of the Interior in the | 
14 | United States, that is onellthingxa If) onarhesother | 
is] hand, one is concerned about municipal by-laws and | 
iG | a whole host of subsidiary regulatory authorities, | 
17; it's very difficult to know what can be characterized 

i | 
18 | properly as environmental protection legislation. I | 
Lo} Teally vask Nu bell rather than you, whether it. is 


B0: | possible to narrow the scope of the question. 


4 


| 
as | MR. GENEST: You may have missed 


‘ 


Mr. Horte's answer, Mr. Horte ‘said he didn't know. 


‘ Po 
to) 


THE COMMISSIONER: Yes, I'm sure he 


t 
es 


MR. SCOTT: Can you imagine 
| 

{ 

D the next question? | 
26 | THE COMMISSIONER: I had | 


that's normally used 
27 || thought, Mr. Bell, in keeping with the practice} that 


28 |: you would have had a specific instance in your kit 
29 | bag and that you would have put them to Mr. Horte, 

i 
30 | citing the occasion, the company concerned, and the 
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legislation, and I think that you owe it to Mr. Horte 


tO put 2t an that way . 
MR. BELL: I have here a 
copy of Volume 3 of the"Canadian Environmental Law 


News" of April, 1974, at page 39 it reports a case 





in the Magistrate's Court of the Northwest Territories,| 


Yellowknife, in which Gulf Oil Canada Limited was 
convicted for violating a condition of the land use 
permit which required it to construct Ssumps and pits 
in such a manner that the fluids contained in them 
could not Spreadto Surrounding land, and the convic- 
tion led to a fine of $2,500. That took place in 
March of 1974. 

Q Are you aware of that 


case, sir? 


A Nov 2) am not. tram now. 
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1| Q i takemit® chat you-are 
\ 
" not aware of any other cases of that nature? 
u 
i A NO> Six. 
| Q Well, sir, I understand 
Sy that the applicant is requesting by way of legal 
e| title to land in the Northwest Territories an 
ie easement for the pipeline right-of-way, is that 
your understanding? 
9 | | 
+g A We are requesting an 
! 
10 | ; 
an easement -- I am a little confused between that and 
} 
aaa a legal title. -- Whether easement as such is -- 
12 | 
“~) IT ama little confused between the terms legal title 
13} 
and an easement. 
iH 
14 | 
a) Q Well, I mean easement 
No aS an aspect of title, asa typeof title. 
- A Yes. 
ae 
Q And this also includes 
Q } : : 5 
| a request Tor timber rights. on*that particular 
19 | 
! area? 
20 | 
i A Not to my knowledge. 
21! 
, MR. GENEST: ‘Well,~-is 
as | 
ay it sin the vapplicationy Mr. Bell? 
ae MR. BELL: I think it is , 
paee I think thatiis where I read it. 
6 i ’ 
x4 MR. GENEST: The application 
26 | 
| is self-explanatory. 
27 | 
i, MR. BELL: 
28 | 
Q And for the above ground 


| facilities the applicant is asking for a fee simple 


——— in the land that they will be occupying? 
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A That is my understanding.| 


Q Can you tell me what 
would be the. term of the easement? 

MR. GENEST: Who would be 
the what? 

MR. BELL: The term. HOw 
long would it last‘ 

A i expect for the life :of 


PNewlaAcCiercy Duc Gortot “know whether that is 





the 


filed inthe application or not, whether I am absolutdly 


Correct. Ine that. 


Q I take it then that -- 

A i is. going to be a’ long 
term lease, yes. 

Q All right. --And 


thes 18) they usted practice with most pipelines, I 





) 
i 


| 
i} 
| 








Cake 1? 
rN Les. 
Q Can you tell me what will 
happen to the land when the line ceases to operate? 
‘ A Well, the easement | 
would expire at that point and any rights to the 
use of that land by the pipeline company 
will have expired. 
Q And the fee simple 
lands? 
A The fee simple iands | 
would remain in the ownership of the company. -- Unless 


otherwise disposed of by the company. 


Q Ana 1. take 21t Chat it 
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1| is Arctic Gas's position that the pipeline will 


) require 40 square miles of northern tand. 

















3 | A t think that 1s the | 
4| approxaMariOn Obsthe land use, yes. | 
5 | Q “And how is that figure | 
6 | calculated? | 
| 
“| A I think by the width | 
3 | of the tight-of-way times the distance plus the | 
9 | other land uses in the north: the compressor station | 
al Sites, the other areas of land use in the north, | 
ml and by totalling those and coming to an overall | 
12! figure, estimate. | 
13) Q Any looping of the line | 
i | 
14! would increase this area, wouldn't it? | 
It | 
15 | A To the extent that | 
16 the right-of-way or any additional land use 
iol was required it would increase it, yes. 
ve | Q And so would any | 
fH additional Lines that you built to accomodate future 
et gas supply availability? 
21) : A Whatever additional 
ll land was required would add to that estimate, 
23 | VES.,.:Si7 < 
al Q At any rate, whatever | 
ie eventual area OeCuplec, it is a small percentage ar 
26 | the total amount of land in the Northwest Territories?| 
27! A res = 
i | 
29! Q And I take .it the | 
25 | applicant feeds tconfident in its ability to 
oll negotiate for the use of this land with whoever : 
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. owns it? | 
> | | 
“a A Yes. | 
3 ; 
Q Just as it would be done 
4 in southern Canada? 
5 |i A ! 
A Leoe Site, 
6 | 
i Q But you would not claim, 
7 : wlled Burtncr. | 
would you, thatthe impact of the pipeline islimited | 
g | 
to this rather small area of the north? 
il 
: | A No, I wouldnt. 
10} | 
ae Q Indeed the impact of this 
11] by ke | 
} project is likely to affect a very large segment of the} 
» i 
ae | Northwest Territories. | 
— A ivthank that is what we 
14) yt Bs 
! are here testifying about, yes, sir. 
1 
i ti ; 
Q Lreakerst, from: Mr. 
16) 
i Genest's comments the other day that Arctic Gas 
17 | ae | 
| has done no studies specifically related to the 
18 | ; yy ‘ 
ia Socio-economic impacts of looping the line? 
19 | ake 
ef A No specific studies. 
20 | 
! Q Welt. would, tike 
211 ; 
| to refer you to page 12 of your written testimony. 
| 
ae The very last sentence on that page. You Say, 
as ; 
“il 2 Des all oh et eae Mw also obvious thaturther impacts on 
yA 
| an area already impacted upon will be of less 
25 | 
“4 environmental and sociological significance." 
26 | 
A Yes. 
27| 
Q For those of us to whom 
28 || | 
i it might not be quite so obvious, can you tell me upon | 
2g | 
| what evidence you base that contention? 
| 
30 
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to and associated with it so that it wouldn't 


1| Sociological significance it seems to me that the 

2 major impacts would occur the first time when this | 
3 | development and this -- and the attendant developments | 
4 would take place because of this project -- first 

3 | come into being, and that a great deal would be 

6 | learned certainly in this process. The impacts | 
7 would be something that would be handled during this | 
: process, would become -- people would become accustomed 
9 | 

| 


10 | be something new, if you like, from that standpoint, 


untried in terms of the second loop and threfore, I | 








Li -- or in terms of the looping and I would just normally 

13) anticipate, therefore, that the impacts would be | 
i 

Lay of lesser significance than they would in the 

15 first instance.The statement has no more scientific | 

16) approach than really that. 

17 | Q Well depute t touvou that 

18} it might well be just the opposite of what you are | 

19 | saying, that the impacts might aggravate whatever 

20 | impacts were--accompanied the original construction. 

a | 


Opinion that obviously you have, and I am certain | 





2 A Well, that is an 








1 that that -- during the course of this hearing that | 
24 all of those opinions will be put forward. | 
25 | Q Can you. ‘tell me, if it were 
26 | made a condition of the grant of tight-of-way, 

27 | would the applicant conduct the necessary impact | 
28 | studies on looping? 

25 | A Pardon? 

30 | Q If it were made a conditijon 
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1| ofs.thej -grartyiofi tthe right-of-way, would the applicant 
2) conduct the necessary impact studies on looping the | 
3 | line? | 
| | 

4| A Yes, T®woula’ think so. 

5 Q Would the applicant 

6 | construct the»line in the firstvinstance so that 

1 looping would not be necessary at a later date? 

2 A i tdon"e think 4that 

9 | is possible. | 
10 : Q I take it that the 

11} answer then is, no. 
neal A Yes. 
13 | The answer is no. 

il 
a Q During the testimony | 
a of the construction panel we were told that that 
“a the applicant intends to use the Mackenzie Highway 
” to transport equipment and supplies for point s 
= | Petween Hay Riverrand rort Simpson, i's thatyour 
| understanding, sir? 

3 A Vece am ise 
aa ‘ Q Well, can’ you "tell me, 
a wnbt' is Arctic Gas's ‘policy with respecteto who 
a should bear the cost of repairs to that road which 
“ay are occasioned by this increased traffic? 
ea A icon c think we have 
al zeroed “in on the policy in that area. I couldn't answet 
= that question at the moment. 
28 | Q Can you tell us when 
°° | that policy will be developed? 

| A Well, this may well be 
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a something that is associated with our actual granting | 
2] of a permit and the things that we will undertake | 
a in this regard. You know, I just don't know whether | 
‘| that should be a responsibility of the pipeline | 
5 | company or the responsibility of government. I | 
6 | am JUSt NOteInN va position tol say. | 
1 Q Well, if it were 
- made a condition of the grant of right-of-way, 
* would Arctic Gas undertake to contribute to the 
10 | COSt Of repairing that road? 
- A Depending on the 
al costs, how -- if those were reasonable costs I | 
a am sure that we would. I am not saying that I agree 
14 that that .shouid be done, but if that were a condition 
| and the condition were not so onerous that we couldn't 
16) Pua tenuronretn expect that ‘we would doesit. 
17 Q I take it then that | 
= What syou-are telling me is, that you will consider 
15 | doing this? 
<0 A I think that we will | 
| huve to consider any condition put upon us and decide | 
| then whether or not we can live with it. | 
a Q Well, the applicant says 
| that the existing barge system on the Mackenzie River 
= will have to be expanded in order to accomodate 
an transportation of the pipeline equipment and materials 
27 | during construction, and can you tell me who is | 
ak going to pay for this additional equipment? 


| gave 
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A Well, iam certain-that 
in the transportation arrangements that is made with 
whoever constructs that equipment that a great deal 
of the cost of that will be borne by Arctic Gas 
because we'll be the people UpIiLzeng ae and 1 don't 
know what the transportation arrangements will be, 
but certainly we will have to bear a cost for moving 
material on that equipment. 

Q BUL’ the cost that vou 
pay will not be specifically related to the construc- 
tion of the equipment! 

A Mdon’ teknowr that. sir. 
That's something that will have to be negotiated. 

Q And who is going to pay 
for the other permanent facilities associated with 


the transportation and construction of the Dipeline? 


For example, wharves, permanent roads, other permanent 


facilities. 

A Well. Io think the 
wharves and access roads and this Cy beror* thing: that 
you're talking about, which are occasioned by the 
construction of the pipeline itself, will be the 
expenses to the Pipeline Company. 

Q And do you have any 
plans for these facilities after construction is 


completed? 








A WELL, L*think *thiat these | 


and 
facilities,'a great deal will depend upon the future 


development, but if as we were discussing yesterday, 


in fact if one looks down the road that rooping is 
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7 a distinct very likely possibility that these facili- | 
2| ties would be maintained so that they could be utilized | 
3 | for that purpose, as well as operational purposes so 
4| that one has access to the existing facilities, I'm 
5 | not saying that all of these facilities will be 
6 | required for.further use. I'm quite sure that the 
a facilities that are constructed in this fegard, eit 
3 this is the point of your question, will be made 
9 available for use by others as well. 
10 Q at taker it.that, the 
11 applicant has no plans at this time to build lines 
12! to supply gas to northern communities. Is that 
| 
13 | correct? | 
14| A No specific plans. 
15 | Q Why is that? | 
16 | MR. GENEST: Mr. Commissioner, | 
17) well, this is a Phase 4 subject. I realize that | 
1s! you're going into Hay River next week where this, | 
19) TUMpsiteyyas agsubyect offinterestr | 
20 THE COMMISSIONER: Why -- I | 
21} don't want to be -- | 
ont ME. -GENGSTEs-~Lim not 
23] objecting, I haven't finishedgmcier.. i'm sure.it wanted 
| 
24) be useful for Mr. Horte to state the company's policy. | 
25, on gas supply to communities. What I'm wondering | 
4 
26 | about, sir, is whether we should get into at | 
27 | this stage, a long cross-examination as to that ques- | 
23 tion, which is a large question, and which seems to | 


Fy be more appropriate to Phase 4. I think it would 


be useful to have on the record because of the 
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at community hearing aspect of this Inquiry, that there | 
2 Should be a statement on record of the company's ! 
3 | policy but it's a matter that could occupy many days 

*| and will™no doubt ‘do"so in Phase 4.° So“I'"m aS : 
5 | trying to see some middle ground here, otherwise | 
6 | we'll be here for a long time. | 
7 MEK. BELL: Well, sir, it's 

8 my policy not to spend much time on this question. 

9 | THE COMMISSIONER: Well then, 

| 





I'd like to hear what Mr. Horte has to Say eau Lt, 
I and I don't think we need be detained for a great 


12 | long time with questions, but carry on, Mr. Horte, 
13 | A Very good; sir, Well 
14 | this is a subject that we have given a great deal of : 
vs | thought to; "and “alot “of thinking has gone into it, | 
16 | and therfore -- | 
Le MR. BELL: I’can't hear you. 

ii | 
ia| A Tote 1e somethin grehat 
19 | I don't want to answer off the cuff. I have a prepared 
29 | statement, we think it is a very important subject | 
21! and I'd like to read that into the record. 


i! | 


THE COMMISSIONER: This is quite 
a impromptu. 
23 | BR OnE MR. GENEST: We thought it 
4 | might come up. 


> MR. SCOTTIA “Mr ‘Horte is 





26 | obviously in cahoots with Mr. Bell. | 
\| J 

7B A Well, as you know, 

0 | Canadian Arctic Gas Pipeline Limited has investigated 


i the economic feasibility of gas service to communities 


in the Yukon and Northwest Territories, which might 
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be serviced by the proposed pipeline. This study has 
been submitted to this Commission and shows that 
Such service is presently economically feasible in 
many of the communities along the Mackenzie Valley, 


but not in all. Feasibility of gas service to any 





community: of ,course,, is, a. function, of) the. size of ait) 
demand in the community, and the distance from the | 
pipeline to the community itself. 


Obviously in those communities 





where natural gas service is indicated to be a more 
economic maans of supplying fuel to the community, 

We Sstandgreadyjawiiling and abide, to, facilitate. in 

any way we can, the service of gas to those communities, 
This can be done by our arranging for gas to be made 
available at a take-off point on the pipeline to any 
distribution company whether privately owned or 
governmentally owned which would provide the service 


£O that community . 


In.this connection, where 





deemed desirable, we would be prepared to build the | 
main lateral to the community and to charge a cost of 
service appropriate to that facility to the distribu- 
tion company, which would be purchasing the gas, at 
chenend.ef sucha gvater a).. 


The .big..question, .of.course, 





is the question of gas service being supplied to those 
communities which were on normal -- which on a normal 
economic basis this could not be justified. What 


should be done in this situation is a very complex 





problem. Some of the problems that have to be 
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considered in any such decision, in our Opinion, are 
as follows: 
1. Is it more desirable for that community to be 


serviced by natural gas than by some other form of 





energy such as the form of energy now servicing that 
community? In this connection one would have to 
consider the impact on the community if existing ser- 
vices were in fact discontinued, or greatly reduced 

in terms of the market being served by a particular 
fuel. In small communities, competitive service betwee 
fuels would hardly be justified. 

ae In most communities fuel now servicing those 
communities is presently being subsidized by the : 
Federal Government. If it is deemed that gas Sauce 
is desirable for the community, then should this | 
method of subsidization by the Federal Governm_gent be 


continued? 





3s Should other customers of the Major transmission 
Lacriityein fact, through increases in their rates, 
Subsidize the cost of servicing such communities? 

, The above. points., -I\ \think; 
illustrate the fact that it is a complex question and 
it seems to us a question that must be answered by the 
government in the final analysis. 

ican Say that if it were 
the goverment's decision after considering all the 
factors that gas service should be made aailable to 
certain communities on a subsidized basis, and that 
the subsidization should be borne by other customers 


of the pipeline system, then of course we would 
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undertake to construct those facilities. We would 
include the charges associated therewith in our total 
cost of service, and our rates would be structureé@ so 
that gas service to those communities would be avail- 
able on a competitive cost of service basis with any 
additional costs for so doing being borne by other 
customers on the system. 

That, ‘sir, Us “our ‘positron 
with respect to our policy position. 

THE COMMISSIONER: That is 
written out, maybe you could let Miss Hutchinson 
have it and she could photostat it so we could take 
aloo ar ait. 

A Sure. 

THE COMMISSIONER: You might 
give those letters to Miss Hutchinson, too, and maybe 
at the break she can have them photostated, along with 
Mr. Horte's statement. 

MR. BELL: Very well. Would 
this be an appropriate time for a break? 

‘ THE COMMISSIONER: Well, we'll 
See. Yes, ut Looks: dike Ft is: 


(PROCEEDINGS ADJOURNED FOR FEW MINUTES ) 
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| (PROCEEDINGS RESUMED PURSUANT TO ADJOURNMENT ) 

| MR. BELL: Q Well, I take | 
3 | it, sir, in connection with the answer to the last 

4 question, that what you're saying is that if it were 

5 required a_s a condition of the approvals for the 

6 pipeline, that Arctic Gas is prepared to construct 

7 | gas supply lines to communities that request then, 

8 and to supply the gas and services at a subsidized 

9 rate to those communities. 

10 | A Yes sir. 

11 | THE COMMISSIONER: Mr. Horte, 
12 | in your written statement about gas to northern 

13 | communities, you say that in your study, which I'm 

ss Sure I've seen but I don't have it at my fingertips, 

15 | you say, | 
16 | "The study shows that gas service is presently | 
17 | economically feasible in many of the communities | 
18 along the Mackenzie Valley, but not in all." 

| Do you have a list of the communities where you regard 
20 | it as feasible, and the communities where you do not 
21} regard it as feasible? 
22 | A Yes. It's in that 
23 report, sir. I just have to get a copy. 
244 Q It's that blue report? 
25 | A Yes; ji tDis: 
26 | MR. GENEST: We can get that, 
27 | Sine 
ae THE COMMISSIONER: Yes. 

29 | What you were really saying in answer to Mr. Bell is 
30 | 





et that if you were requied as a condition of getting 
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- your right-of-way, or as a condition of going ahead 

2 | with the project, putting it generally, to provide ! 
=) Subsidized gas to northern communities, you would. The 

4 subsidy would essentially be paid by the consumers 

S Of natural gas’ in Chicago and Toronto” and"so°6n , “I 

6 take it. 

7 | A Yes, it would be -- | 

e what we suggest for our own pipeline is a cost of 

9 service concept, and then it would be a matter of 

10 structuring rates as it always is: rates that could 

| 
11 land that service on a competitive basis in those 
12 | aio that 
communities, notwithstanding’ the effect of that would 

i3| be to somewhat increase the rates to other customers. | 
14) Q And at the trunk pipe- 
15 line, let us say where it passes by one of these | 
ao communities, you would have to reduce the pressure, | 
17 | I suppose, you'd have to meter it and then build a | 
18 line into the community; is that -- those are the | 
19) physical things you'd have to do, are they? 
20 A That is correct, yes. 
21 We don't, as you will see from the statement, contem- 
22 | plate being involved in the actual distribution system 
23 in the community because certainly this is not our 

ae area of expertise. 

25 | Q Well, you would reduce 
a the pressure? you would regard that as your function, 
A leaving aside the question who pays for it. 

oA ! A Yes. The pressure reduct- 
aa! ‘ion equipment. 
et Q And then the distributor 
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in the north, according to your way of looking at this, 
could pick up the gas from there? 

A Yes. 

Q Well, when Mr. Marshall 

brings that report maybe we could just have a look at 
it and see what those communities are. 

A Very, good, Sir, yes, 

MR. BELL: Q I understand 
that the applicant has designed into its line already, 
valves at locations near some communities which would 
accommodate the kinds of gas lines we're talking 
about. 

A Yes, we certainly will 
provide in our design, take-off points. for gas to.all 
those conmmne toe that it is deemed, you know, should 
be served with natural gas. 

Q Just so.i-can, be.clear 
about the range of communities that we're talking 
about, and perhaps we can get a more specific list 
when Mr. Marshall returns. Woul it include communi- 
ties that were not directly within the window of 
the alignment sheet, as it were, within a_ short 
distance of the line? Say Yellowknife for example. 

AWell,you get all sorts of 
variations, and. this study ,.for instance, does 
demonstrate that, looking at the various communities 
and communities that are located some distance away 
from the line, for example, Hay River, Yellowknife 
and others. They are not in the immediate vicinity but 


the economics of transporting gas to those communities 
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and servicing gas in those communities has formed 
part of the study and we have estimated what the 


economics would be. 


Q Oh, I see Mr. Marshall 
has brought the report. 
A Yes. 
THE COMMISSIONER: 
Thank you. 


A I'll just take a moment 
Sir. I think I can find the list of communities. 

THE COMMISSIONER: There are 
people in Hay River and in all of these northern 
communities whom I am sure will say to the Geom ne 
"How come the gas is more expensive delivered to 
communities in the Mackenzie Valley, which are closer 
to the source of the gas, than deliverad to Chicago 


or Toronto?" There is a kind country logic in that, 


as Mr. Gibbs would say; you have to be fairly sophisto- 


cated, I suppose, to refute that. Anyway, I think thes 


people in Hay’ River are going to be asking that next 
week and I'm curious to know which side of this List 
of yours they're on at the moment. 

A They happen to be, sir, 
on the list that would have to be Subsidized. If you 
turn to page 32 of the report, table 4.1, this shows 
the results of the studies with respecte toetnose 
communities that we call the Mackenzie Valley communi- 
ties, starting at the top at Inuvik, Norman Wells, 
Fort McPherson, Fort Simpson, Fort Good Hope, Aklavik, 
Fort Norman and Wrigley, and on the column -- the 


two columns "delivered cost of gas", you can see that 
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1] if the wellhead price of gas in the second column were 


























2 | 32¢ per thousand cubic feet, when one added the cost 

7 of transmission of a major transmission facility 

a| plus the lateral to the community, and the distributian 
5 cost within that community, you arrive at the price 

s| that gas would have to be sold at, as shown in that 

7 column, going from 87¢ in Inuvik all the way down to 
Soo GhCre lini woley, 

| On the far right-hand column 
10 is shown, in terms of heating value, the equivalent 
11 | cost ot suel oul which corresponds with those cents 
12 | per Mcf. prices shown. Bll of this has assumed, as 
13 | indicated by the footnote , that™50% of the potential 
14 | space-heating demafia "ts met bys gasbin the particular 
ne community, and Gees alt the théial generating units | 
16 | in those communities for eleétrical purposes would 
17 | be converted to the ic AE gas, thereby increasing | 
18 the load and improving the economics. 
19 iomay need some more time, 
20 Sir, maybe during the lunch break to be more specific 

| 
2] based on that table, which of those communities would 
. appear to be economic, as I recall our estimation 
| 

23 would indicate that it's economic up to an equivalent 
24 | fuel oil price in the order of 85, what we anticipate 
25] fuel Oil prices. to be, 85 to 90¢, which would get you 

26 | somewhere in the range of $6 an Mcf. for gas on that 

27 | basis, looking at each community individually, and | 
28 | Wo Like sco wheck that: That would indicate on,that | 
29 | table that on individual economics alone, it would | 
30 | be economic for those communities down to and including 


Aklavik. 
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i Q So thatthe communities | 
2 | where it would be economically feasible to supply | 
3 gas would be fnuvik, Norman Wells, Fort McPherson, 
4 Fort Simpson, Fort Good Hope and Aklavik. 
5 A Yes, now there is in this 
6 | report taking those same communities we have also 
7) calcultaed, if you used a common pricing, in other 
8 words you said that they were all part and parcel 
9 of the same system which often happens in distributing 
10 gas in areas and therefore you weight averaged all 
11 | of this to come out with a similar cost to all of these 
12 | communities, and,1.widl locate»the table later... I 
13] think it demostrates that on that basis it is cer- 
14 | tainly competitive in all these communities. --If 
15 that were the manner in which rates were mnstructed, 
16 it, really, means. that,..if»-you. like,.on that basis that | 
17 | Inuvik is subsidizing some other place, etc., but | 
| that on an overall basis, everybody would benefit. | 
i9 Q Well, you say that 
20 those are rates at which the gas could be delivered 
21 to those communities without subsidy? 
22 | A Yes, and what I am 
23 saying is that then within the distribution system 
24 | itself. Let's say that it were a governmental agency that 
25 | decided -- or just a private distribution company that 
26 | decided that it were going to serve gas in all these 
27 | communities. It might arrive at and come to the 
<8 | conclusion that a common rate should be charged in all 
29 communities. 
30 | Q Oh, yes. 
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i A That would mean 

2 that in every instance here it would be economic. 

3 There wouldn't be under that basis as much 

4 economic advantage by using gas in Inuvik as would | 

) otherwise be the case, but there would still be 

6 | a decided economic advantage. 























Q Well, every community -— | 
well* yourcannot == vouscannotideliver, gas to any 
community south of Wrigley without subsidy, that is 
what this chart tells me. 

A Nesvort ~wesgo to the 
next table on page 34, sir. This combined communities 
that we, combined in one lateral system called 
the Hay River -- Yellowknife/Hay River lateral system 
--And’of-counse this sshowsitthe feconomics at each of 
the communities there if the whole system were 
put into being and each community ‘paid\its share-of 
the transmission charges on that lateral. That 
would indicate, for instance, that Hay River, if 
rates were calculated on*that*basis, just looking 
at that chart, it would probably be economic. However 
the problem of that is that it is not economic 
on that chart.an. that. table in Yellowknife, Pine 
Point,Rae and Edzo and inother‘wrds it would not 


be competitive without the loads on thatlateral 
ed 


ae 


of Yellowknife, Pine Point, Rae and Edzo the 

figures for Hay River and Fort Providence by themselvds 
would be such that it would be uneconomic, and if 

you combined all of these then under one rate 


structure you would end up with a rate structure 
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which would mean it was non-competitive in those 
communities. 

Q PLItrightFithere*is 
one community missing from these tables, that is 
Tuktoyaktuk. 

A Yes, that has been 
dealt with in here somewhere as well, sir, and 
it was demonstrated to be not economic. 

Q Well, the people in 
Tuktoyaktuk who live right at the gas field will 


ut 
Say how come you can deliver gas more cheaply 


D419 


to Chicago and Toronto than you can to Tuktoyaktuk . 


and they will say, "It's our gas", putting thatlin 


a word not in any legal sense, and white and Native 


I think you will find will say that. 


A ‘Mes 

Q Are they *too far “from 
the e-= (why can'tiyou? What is: the aut ficwulty 
thre? 

A Well, it is simply 


the distance away from our mainline facilities and 


the size of the load of the community, sir, as 
I recall. Now, thre are situations -- 


MR. GENEST 20 The: cost of 


the distribution system... There are too few people 


to share the cost of one relatively inexpensive piece 


of pipe -- if you had a number of people -- 


THE COMMISSIONER: I think 


that Mr. Genest and you, Mr. HOrte, should mark the 


date at the community hearing at Tuktoyaktuk on your 
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calendars and I think both of you should come. 

A Well, sir ,..dshope 
you understand we are not taking the position that 
gas should not be served to these communities. This 
study was a study to demonstrate what the economics 
on the normal basis of gas to various areas is 
calculated and so that one can see the magnitude 
of any subsidization, ete. , ands for sthe: reasons 
that I stated this morning it is not a simple 
problem for many of the reasons that you just pointed 
out as well and the decision we think will have 
to be made by government and we will conform with 
that decision. 

MRee GENEST+0e Siitg Anthink 
that while you are asking questions about table 32, 
the table on page 32, Table 4.1, there is an 
assumption that went by that this was a function 
of southerly distance, that it became less economic 
asvonerwents southics' I don’t Knowsaf that =—- 

A Ohanne ~O% disg strictly 
a function of the size of the load in the community 
and the distance that it is from the pipeline. 

MBG) GENESTS wSazehofeload 
Means number of customers and how much gas they 
are buying. 

A Yes. sa. 

THEP COMMISSIONER: Yes, 
I understand that. I was trying to find a rough 
cutoff point, but I think we can -- 


A You might be interested 
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in looking at table 44, which is on page 37, sir. 
This shows the cost of 
gas to Mackenzie Valley communities with overall 


system pricing and in that case if you go to the 





far column you can see. that then in every. -- the 
last three columns would demonstrate that in 
every case the gas wouldbe competitive in those 


communities. 


| 
MR= \GENEST«,.Js»this.report 
marked, sir? I don't think it has been filed. 

Lik COMMISSLONER: »«Yes,,. 1 
think it should be marked as an exhibit and I think 
that,Mr. Scott, having regard to the hearings in 
Whitehorse, you might just -- and have the Inquiry | 


staff make a note of table 4.3 on page 35 which relates 
to the cost of gas to communities eee | 
lateral system, and the communities named there are | 
Ross River, Whitehorse and Faro and mining 
developments. I don't know, I guess that means 

some mines. -- And we might arrange for that informa- | 
tion to be sent: over to Whitehorse so that they can 
injest it and make their eee known when we go 

thee in August. -- And I think that the thitee letters 
that Mr. Bell introduced should be marked as an 


exhibit Miss Hutchinson and mark the two attachments, 


A and B to the exhibit number. 





(REPORT ENTITLED "IMPACT OF PROPOSED ARCTIC GAS PIPELI 
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(LETTER FROM ACTING DIVISIONAL SUPERINTENDENT, N.W. 
LANDS AND FORST SERVICES, INUVIK, TO BAND COUNCIL DATED! 
FORT GOOD HOPE, DATED MAY 12, 1975 MARKED AS EXHIBIT 


132) | 





(LETTERPEFROM DEM. “FOX, NoEVSO> DATED@APRIG 24) 1975, 


TO REGIONAL SUPERINTENDENT , N.W. LANDS AND FOREST 


SERVICES, FORT SMITH, MARKED AS EXHIBIT 132-A) 
(APPLICATION FOR LAND USE PERMIT MARKED AS EHIBIT 132-B} 

THE COMMISSIONER: And 
you might mark Mr. HOrte's statement ahout gas 
to northern communiites as well. 

(STATEMENT OF MR. HORTE MARKED AS EXHIBIT 133) 

MR. BELL: Wel¥,+sir, if | 
we could just perhaps continue on this line for a brief, 
period more, there are two applications for a | 
right-of-way in the Mackenzie Valley, the other | 
one is by Foothills which is represented here at | 
these hearings and just so that we can diniate | 
the differences between the two of them. I do 
not know whether I am competent to introduce 
this as evidence or not, but I would like to refer 
to the map which is enclosed in the application 
to the Minister for a grant of interests’ in territoria 
lands by Foothills and they indicate on that map 
that they would be willing to supply gas on a subsidize 
ee I think to all of the communities from 
the southern end of the Mackenzie system including 
Pine Point, Yellowknife, Rae, Hay River, Fort 


Providence, Fort Simpson, Wrigley, Fort Norman, Norman 


WElls, Fort Good Hope and Inuvik and the communities 
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Cross-Exam by Bell 
in the Mackenzie Valley which are not covered on 
this map are Arctic Red, Fort McPherson, Aklavik and 
Tuktoyaktuk, and I am sure that Foothills has 
their reasons for not including them. I think that 
that represents the difference between the two 
applications, apart from the fact that Foothills 
appears to be willing to supply gas to these 
communities on a voluntary basis and the applicant 
wants to have government direction before doing 
so. 

THE COMMISSIONER: Well, 
you support Foothills, do you? 

MR PRUs. (2 Support 
neither side, sir. 

Well, I would like to put 
a hypothetical question to you, sir. Let's suppose 
for a moment that there were no people living in 
the Northwest Territories. I think there may be 


people in Canada who are under that impression. I 


take it’ that if that were the case Arctic Gas would sti 


be able to go ahead, build and operate the pipeline on 


an economically viable bass? 


A I would think so, yes. 


Q You would be able to brin 


in the labour that you needed to construct it and 
the markets are there to absorb all the’ gas 
that is available? 

A Yes. 

Q So that the population 


of the Northwest Territories isn't needed for this 
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aati Cross-Exam by Bell | 

1 project either as a market for gas or a labour 
2 | supply? 
3 A I wouldn't agree with that 
4 atwa ll. I would say this that you're -- you are | 
5 posing a hypothetical question assuming that there 
6 | lsenOwpeop len bere. The fact is that, there are people 
a| here which certainly I think is of great advantage to 
,| any pipeline system that will go through the area | 
9 and an advantage to the people in that araa in that 

10 || certainly from a straight fundamental point of 

11] Operating etne pipeline the fact that there are 

| people in an area, communities in an area where 

fhe) we would hope that we can obtain those people to 

14 | operate facilities, do the necessary things on 

15 | the pipeline, we think that this is a very decided | 

16 advantage, not only to us but to them. | 

“1 Q Well, don't you have | 

‘es to set up special training programs for northerners 

19 | in order to permit them to work on the pipeline? 

20 A Ves, 

oN. Q This costs you money, 

32 I assume? 

23 A xes: 

24 

251 

26 | 

Oa | 

28 | 

29 | 

30 
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| ) We think it will pay off 

2 | in aber: 

3 | Q And I suppose if you 

a had to supply gas to communities in the Northwest 

= Territories, you'd have to put this into your admin- 

6 | istrative structure in order to look after that. 

7 A Yes sir. | 
8 Q Would it be fair to say 

9 that the financing of the pipeline -- we've heard 

10 testimony that the construction schedule is closely 

La | Eiedetomtherabidattvaot thevapplicantetorfinance the 
12 | project -- would you say that the financing of the 
13 | pipeline won't really be practical until all the 

| 

14 | necessary regulatory approvals have been received by 
15) the applicant?- | 
| A Yes. | 
17 | Q And I take it this 

18 would include approvals that have been applied for | 
re before the National Energy Board, the Federal Power 
20 | Commission and the Department of the Intentor? 
21 N A Yes, the Department of 











a | Indian & Northern Affairs as well. 

23 Q Right. Perhaps if you 

24 would, you could describe briefly the nature of the 

25} approvals applied for, before each of these authorities). 
26 | Perhaps we could start with the National Energy Board. 
27 | MR. GENEST: Where is that 

oF going to get us? 

|| THE COMMISSIONER: Why do we 

30 have to go into this? We know, don't we? What more 
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do we have to know about this, Mr. Bell? 

MR. BELL: Well, sir, what 
I'm trying to get at is an estimate -- I would like 
to get the witness to estimate for us, if he would, 
the length of time he thinks it's going to take the 
applicant to get these approvals. 

THE COMMISSIONER: Well, that' 
a different question, but I don't wan_t to listen to 
a lecture, though I'm sure it would be a knowledgeable 
one, from Mr. Horte on the nature of these approvals. 
But certainly, subject to what counsel may say, the 
other question, how long will all of this take, I 
think you can ask that. 

MR. GENEST: Well, sir, how 
would you like -- I don't think it would be of any 
use for Mr. Horte to estimate how long you're going 
to take. 

MR. BELL: Well, I'm not 
asking how long the judge is going to take, Mr. Genest 

MR. GENEST: soNokn= 

; MR. SCOTT: -'d be prepared 
to ae Mr. Williston's canned evidence before the 
F.P.C. which deais' with all those matters. 

MR. GENEST: I don't know how 
Mr. Horte can informatively -- or how his evidence 
is going to be ¢ any value without knowing how long 
the other bodies are going to take. 

THE “COMMISSIONER: ‘Yes’. 

MR. GENEST: I just don't 


think. dit.hs helpfiuh- 
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Vilia Hoxce 

Cross-Exam by Bell 

THE COMMISSIONER: Yes, you've 
got a good point. I guess I'm being buffeted a bit 
here. 

MR. BELL: Well, I just 
thought -- . 

THE COMMISSIONER: Maybe Mr. 
Horte can shed some light on how long this Inquiry is 
going to take. 

(LAUGHTER) 

A Nowe ebm afzaid,1 
@an“t jets Dry 

MR. BELL: O.K. 

THE COMMISSIONER: It's taken 
two months and ten days so far, so we're moving 
along very nicely. 

MR. oe Q Well, apart from | 
the authorities that I've just mentioned, are there 
any other regulatory authorities to which it will be 
necessary to apply for permits to build a pipeline? 

A Not to my knowledge. 

, Q If I were to suggest to 
you the Northwest Territories and Yukon Water Boards, 
would you be able to tell me if you will have to 
apply to them for permits? 

| A Tcaniit<s Inidontt, know. 

Q It's my understanding, 
sir, that Treaty negotiations are now in progress 
between Canada and the United States to provide for 
an agreement whereby each country will not interfere 


with pipelines traversing the other's territories or 
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V.iy, Horte 

Cross-Exam by Bell 
tax the transit of the gas and oil in those pipelines. 
Is that your understanding as well? 

A It's my understanding 
that there are discussions going on in that area, 
yes, 

Q And presumably such a 


treaty, if it were consummated, would apply to the 





Mackenzie Valley Pipeline! 
A YES. 
Q Can you tell me if it 


will be necessary to have such a treaty before the 
financing of the pipeline will be practical? 

A Eecan't give you an | 
assured answer in that regard, other than to say that 
such a treaty, we think, would be helpful in the 
fanancing. of ite 

Q Are you aware, Sir, 


that the American constitutional system requires that | 





all treaties to which the United States is a party be-~- 
ratified by a vote of the Senate of United States? 
- e A YOuUsthnow,. 2. Chink -Lhat 
is correct but I'm certainly no authority in that area. 
Somebody else is better qualified than I am. 

Q And the Senate of the 
United States may wish to hold hearings on this 
treaty before it votes on it, on whether or not to 
raid fyedidtee 

A Idon*t know that, “sir. 


Q So you couldn't tell me 





whether or not hearings would be held. 
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A NoytL.couldnt. 

Q And how long they 
might take? 

A No. 


THE COMMISSIONER: Nobody can 


tell you that. 


MR. BEGL:. Op lLideilike, to. reter 


you to page 14 of your prepared testimony. 





A Yes sir. 

Q This is relating to 
socio-economic considerations that went into route 
selection. 

A Yes). 

Q And you state,/that the | 
development of a pipeline in the Mackenzie Valley 
region is of substantially more consequence than a 


specific mile by mile routing of the pipeline.’ 





Do I understand from this, then, that it's your view 
that no matter where the exact location of the route, 
the socio-economic impact of the pipeline will be 
essentially the same? 

A Nog. we think that the 


more major socio-economic consequences are associated 


with the -- let's put it this way, with the pipeline 

and the ensuing development that will take place as 

a result of that pipeline, we think that they are 

the major impact in this area. | 
| 


Q And in the following 


AVE ye sit 


sentence you briefly describe what you conceive to 
be the major impacts which/makes possible the 


























| eare eee lee) at 
’ 27 ms 

. Liet gd 7, 

| _ dablvos Ton). a iy i ine ee 

. 7 

. yeds pol wor bas Pr es — vidio ; 

or a oy A. - Ge woe 
mao ybodow :AaMOLS2IMMOD SET ia . - ; 

.tedt uoy Lied Li 

iteates oF etil b'T 9 +:i038 .ae gous ze 


-yYnomistess Boiegerg soy Ia bt 9Phq od Moy 

tin es¥ «= «| A | | 

oJ porzslst al aide 9 OL 
stvel ofnl joow 36d9 enoigevabianos Simmsescieae be 
.soLtoelee p= 

2soY & ef 

ois Janay etaeszea woy bnA 0. P > ; re of 
yoilay, sisa@e%toeM adt as sailegig 5 20 tnemgolsyeb 
» rwitit sonevpsenos stom ylisisussedue Jo ek nokpst 


‘enilegiq 64d 20 paitvox Slim yd slim oitioeqe i 

weiv guoy B'3i gad yrens ,eidd mor? basserebar «r/ od a 
atuox sty to noisteool doaxeo sid syendw segtan on teas jet 
ed Ifiw oatisgig es to JonqaL cimonooe=—oi1008 edz os 

. fomse orld Yifeisaosan =| 
ony Jay ynedi of .oh. A ne of ee os 
beistooese sis seqrsupewnaD cimonoge-Ginoe Zofam Sxom es 


ontleqia ent fciiw .qaw eidh gi sq eitol == oft ddiw 
ae sonia uted Lity Jer Spemgokaveb eaiuane. edd bas: 


ave youd ee 


ALLWEST REPORTING L.TD. 
BURNABY 2, B.C. 





























5790 
¥Vebe BOERte 
Cross-Exam by Bell 
associated hydrocarbon developments, construction 
and operating jobs, and the creation of a more 
Stable economic base." Does that pretty well cover 
the field? 
A Sorry, would you tell 
me where you're reading from? | 
Q Yes, it's the next | 
Bane SACS: ain that paragraph. 


THE COMMISSIONER: Page 14. 





MR. BELL: It's page 14, 
the paragraph that begins: 
"The first point that should .be made," 
and it's the second sentence in that paragraph. You 
say: 


"The existence of the pipeline makes possible 


the --" 
A Well, I think those are 


the positive aspects of the socio-economic consequence 


SES AE ae et 


Q Right, and in your 
opinion these are real benefits that you feel able to 
predict. at Lhis time? 

A Les: 

Q Could. you explain just 
alittle bit what these associated hydrocarbon develop- 
ments would be, and how they would be made possible 
by the pipeline? 

A Well> iI suppose at a 


pipeline was never built in this area that the avilling 





activity and the associated further development of 


future reserves, etc., would qase, there wouldn't 
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CrossExam by Bell 

1 be muchpoint in developing those resources if there 

< were no place to market them. So that's fundamentally 

3 | what is meant. If there is a means of transporting 

4 those products to market, then I think you're going 

5 | to see a continuation ofthat development and the 

6 | positive benefits that that brings to the area. 

| Q This woulag relate to 

8 both gas and oil? 

>| A Pardon? 

10 | Q Both gasirand oil, tis 

11 that what you mean by "hydrocarbons"? 

MY A ¥e'si: 
13 Q And then you say there 
14) would be benefits in the form of construction and | 
15 | Cperating jobs srswowldilike;: toxrmetexr tol thettable | 
16 | in the construction plan that Mr. Williams referred | 
oa to the other day, at 13-A, tab No. 5, at page 24. | 
18 A Tab No. 4? | 
19 | Q Yes, 5; | 
20 | 
23 : MR. GENEST: Tab 5, page 24? 
22 | MR. BELL: Page 24. 

23] A Yes. js15. 

24 MR. GENEST: The table, Mr. 

25) Bell, was preceded by an exhibit, that showed the 
26 additional people required by the super structure 
al Supervising the ancillary people. 
28 | MR. BELL: The owner would 
a have his own -- 

ae Stal MR. BENESTs sThat’s right. 
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Vb. HoOrte | 
Cross-Exam by Bell | 
| 


MR. BELG: ==>) hashown personnel 


on the construction project. 


Q Well, taking that into 
consideration -- 

A You're pointing to the 
chart! 

Q Peveurrdure No.) ,.. | 


think, is what it's called, and it covers five 





summers and four winters. Starting off in the first 
summer with a very small number of people, you go to 
the first winter to somewhere between -- well, I 
guess 750 people in the first winter. 

A Yes. 

Q And in the following 


summer it increases again to about 2,000 people! 
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V.L.Horte 

Cross-Exam by Bell 

A The following summer, 
yes. 

Q And thenta.t-auncreases 
the following winter to between 6,500 and 7,000! 

A Yes, this is for the 


total construction, not just construction in the 


noxths 

Q Rion te. 

THE COMMISSIONER: And that 
first peak is the first winter of pipe-laying! 


A That Tsacorrect: 

MR. BELL:: Then it drops 
somewhat for the following summer to a little bit 
less than 5,500. 

A Ves. 

Q And goes up again the 
following winter to 7,500. 

A westisax. 

Q And then it. takes a 
considerable drop the following summer down to, it 
looks like about 1750, I suppose. 

A Les. 

Q And then it goes back 
up the following winter to 5,000. 

A TES‘. 


Q And finally it falls 


off for the construction period in’ the last summer to 


1,500 or thereabouts. 
A Yes sir. 


Q Now that relates just 
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1| to the construction period! 

ny A Yese 

a Q Andyilutake@ati that 

4 for the Northern Division, at any rate, during the 
| operation period the number of people employed would 

6. be =~ well, you'd start orf at#a#200in, the first year 

7 approximately and then increase gradually over a | 
a period of five years up to 500? 

4) A What part of the exhibit 
10 | are you looking at, sir? 

sat Q tum airardidn don 'tahave 
120 it handy right now. 

13 | A What are your numbers | 
ik again, (Sir? ! 
15 | Q 130 in the first year, | 
16 | increasing to 208 in the fifth year, does that sound | 
17 | about ‘right ‘to: you? 

18 | A Pe, Enissguste.inethe 

4 north? 

29 | Q In the Northern Division 
maa yes. I remember writing them down. 

22 | A 208 is the number I 

23) recall, yes. 

at MR. GENEST: It's at the end 
a ofi the’ book table @ida2eps 

26 | A Yes sir, I have it now. 
27 MR op BELiet «OrThen qoungo 


on to say it will create a more stable economic base. 


I would like to know in comparison to what would it 


> aa be more stable? 
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Cross-exam by Bell 








A More stable than it gee 
otherwise be without this development. 

Q So you're saying it woul 
be more stable than the expected development that a 
take place under present conditions? 

A Yes sir. 

Q Projecting the present | 
trends. 

A Nes. 

Q Are tyou Ysaying thatiat 


would be more stable than the hunting, fishing, and 
trapping economy? 
A mac, sour, béelist jesmx: 
Q Has the applicant 
compared the pipeline economy, if I can call it that, 
with any alternative development scheme for the north 
which would not be centred around or founded on a 


pipeline? 





A Sorry, that would not 





be centred around what? 

‘ Q Or founded upon a 
pipeline. 

A Well, I think what 

we've tried to do is assess the situation, and this 
will, I'm sure, be discussed at length in the Phase 4 
of these proceedings. The situation with and without 
a pipeline, and on the basis of that our assessment 
of the impact in this area, which we think on balance, 


isfpositive impact. 





Q So you're telling me 
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Cross-Exam by Bell 
then that you haven't compared it with other develop- 
ments which might not be predictable, given present 
trends? 
MR. GENEST:We're going to 
have experts give evidence on that in Phase 4. I 
think we have comparisons. Mr. Marshall tells me 
I'm not understanding Mr. Bell's question properly. 
THE COMMISSIONER: Well, we're 
grateful to Mr. Marshall for: that interjection. 


MR. GENEST? You're ‘asking if 





we've compared it with other developments that we 
don 'teknow about, --is’that-it? 

MR. BELL: Well, other develop 
ments that are not included in present trends. 

A My recollection, sir, 


and I may be wrong, is that we have tried to show 


the situation, a prediction of the situation without 


the pipeline, and a situation with the pipeline, to 
show what the impacts would be, under those two 
circumstances, comparing one with the other. 
. Q Well, I'd like to examin 
a little more closely the phrase, 
"Stable economic base" 
and find out what you mean by that. I take it you 
wouldn't say that the table that we just referred to, 
the employment table,which show the peaks and valleys 
of employment, is a stable economic situation. | 
A No, we're thirking of the 


Ongoing longer term effects. 


Q Would you say that the 
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Cross-Exam by Bell 


long term is covered by the life of the pipeline? 

A Yes. 

Q Which is about 40 or 
50 years. 

A Could well be. 

Q Well, it wouldn't be any 
longer than 50 years, though. 

A If the reserve develop- 
ment continued, yes, it could be longer. I think the 
physical facility will be capab_le of pumping gas for 
a longer period of time than that. It's a question of 
how long there will be a commodity to push through tha 
pipeline. 

Q in your opinion, then, 
the long term relates to the foreseeable ability to 
pump gas: 

A Certainly when you're 
equating it to this particular development, yes. 

Q Which would be about, 
in terms of generations, about two. 

‘ A Ef ivou're,using, 40,.or 
50 years, yes. 

Q I suppose you're aware 
tha the Indian people in the Northwest Territories 
have lived here for hundreds, if not thousands of 
generations‘ 

A YEs,rinam;,i sir. 

Q And they're likely to 
continue living here for many more generations to 


come. 





———— eee 
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A I would think so. 
Q And their economy has | 
been based for thousands of years on hunting and 
fishing. 

A Mes 

Q Well, rifiil weCwere (to 


define "long term" as encompassing many generations, | 


wouldn't you agree with me that this pipeline would 





constitute, not a contribution to a stable economy, but 


just the contrary? 


that. 


THE COMMISSIONER: If you had, 


A No, I can't agree with 
| 
it might have shortened the Inquiry. | 


MR BH iliatakes it that 


; . Will have : 
you do concede that the pipeline some detrimental 


socio-economic effects? 


A esis 
Q I'd like to refer you 
again to page 14 of your written testimony, the same 
paragraph that we've been discussing, and the last 
sentence in that paragraph you Say: 
"By the same token, many of the potentially 


detrimental effects come about because of 





the existence of the pipeline." 

I'd like to know, sir, what 
is the significance of the word "potentially" in that 
sentence? 

A Well, ySpotentiarbly!", 


referring to impacts that if not properly planned or 
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1 gone about in a proper manner, I think, would be very | 
2 | adverse. I think that great care has to be taken in | 
3 | this area, to minimize those impacts, the impacts 
4 dunang ‘construction hhetc: 
"i Q So you're saying then that 
6 | these detrimental effects are also real and predictable 
7 at this time. 
8 A Well;sI think that cer- | 
9 tainly they're real. I don't know that eet ces predict 
10 all of them. You certainly have to make a real honest 
a7 attempt to do so, and do everything possible to minimize 
12) those impacts. 
13) Q Now you refer in the | 
| 
14 | Same sentence to: | 
sa "Many of the potentially detrimen_tal effects." 
16 | I take it then that you do concede that there are | 
17 | some detrimental effects which will be caused not by | 
18 the mere existence of the pipeline but by its eres 
19 | MvaNspeci fic thocation: 
eh A tim thinking: more ;*sir, 
21 not so much,by the existence of the pipeline as the 
22 -- I think probably the greatest impacts and the 
23 greatest area of concern and where the area of 
| greatest planning will have to take place during the 
ra construction activities themselves. I think they will 
265 be of much less significance from the standpoint of 
ae an operating pipeline than they will be from -- during 
aT the period of construction itself. 
= Q But you do concede, though, 
ee that there will be some detrimental effects related 
| 
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Cross-Exam by Bell 


to the pipeline in its precise location. 

A fe NO, —hawOuLan tc 
other than 

concede because of its location,’ if you associate 

that Location with the construction activities. At 

least not of any great significance because, you know, 

once the pipeline is there, and it's buried under the | 

ground and operating, you certainly, I don't think, 

will have the same impacts -- adverse impacts. 


Q Yes, I think we're 


talking about the same thing. I think it's not really 





in dispute that the greatest impacts will come during 
the construction phase, and if is in that particular 
Piases og. Ven thatedauellftication, that particular 
phase of construction, that detrimental impacts 


associated with the specific location of the pipeline) 





| 


are likely £0 occur. 
A ves. l 
| 
Q But these are essentially 
secondary to the detrimental effects that will be 
generated by the existence of the pipeline in the 
region. . 
ae Well, they certainly ee 
not be -- you know, I think the longer term assessment 


of the socio-economic consequences are of greater 





Significance. 
Q But these long-term, 
I*m having a little difficulty with. your answer. Are | 


_long-term effects 
you saying these/would be generated during the con- 





StCruction; period? 


A No, I'm saying the 
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i existence of the pipeline itself, its in-being and 
2 || to Poe your example of it being 40 or 50 years, that 
| 
3 | a much longer period than just a particular construc- 
4 tion season, etc., and therefore it seems to me 
5 | a great deal of significance must be --one must 
6 | assess very carefully the significance of that longer 
3 | term impact rather than the short term impact during | 
8 | construction. That doesn't mean you don't do everything 
9 | possible in both areas to minimize all impacts. We 
10 | think the long-term impacts are such that they're 
11] positive. I'm not saying there aren't some negative, | 
12 | but on balance it will have a positive socio-economic 
13 | impact in the area. 
14 | | 
| 
15 | | 
16 | | 
o | 
18 | 
AWS) | 
20 | 
va ; 
fe 
23 
24 
25 | 
26 | 
Ze 
28 | 
20 
5 | 
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Se oe eee CRoss-Exam by Bell 
i | 
Q iwatestitieurying to 
> || 
| find out what you mean when you say that the 
impact, the major impact will be related to the 
"| existence of the pipeline in the region as opposed to 
| a specific mile by mile routing. I take it from 
"| that -- from your testimony that thee will be | 
‘| some detrimental impacts as a result of the | 
a mile by mile routing during the mnstruction phase. : 
, A Yes, there certainly 
ee are potential impacts and notwithstanding everything 
a possible being done to minimize these, I am sure 
oa 
ad there will be some negative impact. 
"I Q But these negative | 
nm impacts related to the specific location of the pipeline, 
| the mile by mile routing are not significant in | 
: voOurm, Opinion? | 
it | 
A THats1S Correct. 
18 || 
Q Well, 1f £ could 
oo} 
refer you again to your written testimony, again 
oe on page 14, you say in the next paragraph: | 
; 
"Because of the above fact, engineering 
oie) 
2 and environmental considerations were 
_ 
is paramount in route selection, design and 
aig construction planning.” 
a And I think you tried to explain thatjover the 
| page on page 15, at least in part by saying 
a that engineering and environmental considerations | 
- are quantifiable, but socio-economic considerations 
: are not. That is the reason for putting socio- 
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Cross-Exam by Bell 


A Well, they are much 


harder to quantify. yes. 


Q And that is because they 


deal with human values and attitudes? 

A Yes, Sir. 

Q WE11, I would like 
to suggest to you, sir, that there is an easy 
way of quantifying human values and attitudes. 
What you do is you go to the people who are going 
to be affected by your decision then you ask 
them if they subscribe to any given human value or 
they hold any given attitude. It is called a 
poll. st assume you, are familiar ‘with that 
device. That is how you make decisions in the 
management committee of Arctic Gas, isn't it? 
WOUR Lancs a DOLL. 

A That certainly is 
one way of doing it and that is one input. 

Q Well, didyou use 
any polls in coming to a decision on route selection? 

; A No, it was not done 

by a poll method. 

Q Weld) ite =. COULG 
move on down further on page 15, under the heading, 
"Communities", you said that in making your decisions 
on routing and facilities location near communities 
that you took socio-economic considerations into 
account, and. as a result “of that over on page 16 you 
say,"After considering the inpvt of our socio- 


economic consultants we came to the conclusion that 
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there was a judgmental trade off involved in location 
decisions related to communities! And in explaining | 
that you go on to say, "On the one hand locating 
facilities and activities at a great distance from 
communities minimizes the chance of adverse 


| 
disruption or impacts on those communities. On 


| 


' 
| 
| 
| 





the other hand, the greater the distance the 
facilities and activities are from any given community, 
the lesser the chance for beneficial effects in the 


form of employment, infrastructure improvements, 





etce! 
Now, tham gust) tiying ato 
understand this. It seems to me,sir, that what 


you are saying here is this, ad correct me if 





I. am wrong, that the farther you place the facilities 
from any community, the less adverseimpact they | 
will have, but by the same token, also the fewer 
benefits they will produce. 


A Yes. 





Q That i858 what you 


“are saying. 


‘ 


And I suppose that by 
comparing and weighing the benefits and disadvantages 
we could arrive at some net benefit or net 
disadvantage? 

A That is the judgment 
thatshas tosbets< | 

Q If we could agree on 
how to evaluate the advantages and disadwantages. | 


A that is the process that 





a eae 


‘ it 
eae mgs of bagels yz a 






























Paes ew 
RG 


oatteool baad ano ‘aa HO" \¥se 03 &O 08 1 
mort sonsterh tesup S Je BeLsivioes oan ai cheat 
wievbe to sone edd eos Uainim eotti Taube) As 


ri ~sitinummon seat? ao edosami 10 aoliquzelb 

7” >) 
» 
. 


| potntelqxe ai bith Seek’ 


‘ 79 some+¢eib st¢ rndeexe oft Snead xeilto sdz 


vilnuna@oo naviy wis moi? exp Bettivigos bas seitiitost 


yh UH , » 4 Ae 7 
T H 
ait Z >» (ntorsiened Se? eonetis oft teeesi ody 
| \atfenevorgdm. S1VISo teeta . ‘oemyotlgms ta amok : 7 
$: 
"279 
on i [ , wow 
*eviw + he .om oF amosee g1 .siils bosésaisbay 
: aT bm ,ettte el exsed paivas sis voy 
- 
Ett sf ov yeiitset edt tsd3 ,pnoiw me Tt 
; : ‘ee 
W1se1evbs eeal edt ,ytinumnoon yous mor} : 
TS@9T 842 & -aaiod? emse sis yd god , over Liiw SA, 
ssuboug iLiw ysds ugtiensd 
_ 
| -_ 
' it 2 eat ) 7 
| 
-prtyse cs 
. ’ ~ 
| cd tata gpoqque 1 bak 
| pupstaevine ti ons 2tivened adit poiidpisw bas prixsamor 
ce 
tom to titsned Jen smoe I76 evixzs ies ay 
) | Pe ahas 
i 
| tnomphut end ef jeiT A, sa i 
i j — B 


aor | oa 
* c . ¢ ¥ te : 4 
: sepaduey ceib bas espe4 asvbs am ris 
P ss 
edd. azsm0%g ont 22 pons, is o yid ibe : 


7 ; _ . 
| : \ nn ia _ 
- a . 









—— 








mt le 


7 i 


\ 























Spat ts okbeiiNe: Gam: eT Ores 5805 
Cross-Exam by Bell 
7 one would have to go through, yes. | 
2 Q Now, is it a corollary 
3 to that proposition that the nearer the community 
4 | you place the facilities, the greater the adverse impacts, 
5 but also the greater the benefits? Does 
6 that follow? 
7, A Yes, generally. 
A Q SO anethaers: tuation 
9 | again if we compared the advantages and the dis- 
10 advantages we could come up with some net benefit 
11] or some net disadvantage. 
‘oll A That would be what 
13 | one would try and weigh, yes, sir. 
14 | Q Heide, enon accord ing 
is | to that particular proposition, the net benefit 
| 
ct to a community remains the same ndmatter where 
| the pipeline is put. So ein eee cononte terms it ! 
18 | doesn't matter where you locate the line in relatian | 
19 to a given community, the impact is always | 
20 | about the same. 
an A No; don't tollow 
224) chat. 
OF) Q Well, you are smying 
24} that -- 
eo A Velie lets putt 
out this way, if you located the pipeline a long 
og distance away from the community, let's say you 
28 | built the pipeline over on the eastern Arctic, 
onl if there were some economic way to do that I don't 
30 think it would have particular impact on a community, 
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l6G"s Say, aaeeOrc Norman, or very little, and 
so there would be no impact either positive or | 
negative, so youreally then don't have a -- under 
those circumstances -- you just say that the 
impact is -— that community is not affected. 
Now, as you get close to that community, that community 
1s affected. Some ef the impacts are positive, some 
of them are negative and now you have to use 
a balanced judgment. 

Q So you are saying that itl 


does not matter where you locate the line in relation 





to, the conmunity: 
A Well, particulary 
having regard to the construction phase. -- And 
the operations to a lesser extent. 
Q Well, I would like 
to know, where is the trade off involved here? 
A Tidigis  aavery CLlccLcule 
question to come down on, just where the trade off 


iss 1 think that-tin general terms’ that we have 





tried, as this statement indicates primarily because 
of the construction aspects to generally stay 

away from,a reasonable distance from communities. 
Ths hasn't been possible in all cases or at 

feast 1S NOt An Our pian on all cases. Fam sure 
that we are going to hear more about the views 


OL the Communities, etc. vin this regard, and that 


OL anquiry will be -taking into account.” Other 


regulatory bodies as well taking them into 





account to the extent that we have -- our judgment has 
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CRoss-Exam by Bell 
been superceded by judgments by others who | 
have listened to all the evidence presented and if 
this requires modifications to what our plan is, 
why modifications to the extent they are 
possible will have to be made. All we can do is 
present before you what to us seems to be a reasonable | 


plan. 





Q Well, perhaps I could 
refer you to the next sentence in your written testimo 
which reads: 

"Having regard to these trade offs it 

was our judgment that we should 

locate facilities and construction 

activities at a reasonable distance 

from communities where practical." 
Onl take it) herewtbat the, judgment. that is 


being exercised in this process is the applicant's 





judgment. 

A MES. S11, 

Q And any community 
affected is,-- does not participate in this judgmental 
trade off? 

A a On ds. Know 


if I can answer that question with a complete yes or 
anno. We did have people who visited communities, 
trying to get as much input as we could before we made | 
these judgments. Whether the information we got 
really reflected in all cases the attitudes, etc., 


in those communities, I honestly don't know and 





certainty as indicated in this evidence, thse 
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attitudes change from time to time which is 
very understandable because of -=- obviously this is | 
something new, it is difficult for those people 


to-- who have not been associated with this type 





of development to understand it. I think that you 
Canngetwan acLacude wat. a particular point in stime that | 
may be quite different at another point in time, 


SO itisha every olitticult area, 
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Q Yes. When we come to 
Phase 4 we'll all be interested to know more about 
how the communities have an input into this decision. 
Now you say that the route facilities were located 
at a reasonable distance from the community where 
practical. What do you mean "where practical"? 

A Where it was -- there 
are many factors that had to be considered in the 


Overall thing. These were the environmental concerns, 





the socio-economic concerns, the actual engineering 
design and the safety of the pipeline itself, ‘ari these 
factors had to be weighed and in some cases the 

weighing of all those factors indicated that it wasn't! 


practream to locace Wt, it “had” to’ be “located closer 





than in other situations. 
Q Andre's! thie fapplicant’ | 
who decides what's practical and what isn't. 
A Well, the applicant | 
has decided what's been put- forward in these hearings, 
in the final analysis that's what these hearings are 
all about; sand the decision whether our’ decisions 
right or wrong, are being tested, and I assume if 


they're wrong that we will be so directed. 





Q Well, I take it then 
that these judgmental trade-offs that we're talking 
about could be overridden by a decision of the appli- 
Cant that the location wasnt practi ca}. 


A BG Comba pe ---— sorry? 





QO The socio-economic 


considerations produced some judgmental trade-offs, 
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Cross-Exam by Bell 
according to your testimony. 

A mes 

Q I'm saying that these 
decisions, these trade-offs, in the process that 
you're describing, could be over-ridden by the 
applicant if it decided that the location wasn't 
practical. 


A Yes, but I would say 





this, that in the final analysis all of these 


Be Bie fe cielo 
decisions are being peed 


to the process that 

we are going through. We put our best foot forward 
in trying to assess these things, as best we're 
Capable of, and certainly many other parties, as 

you know, are involved in these hearings, and their 
judgments are going to be, or their input is going 
to be taken into account and judgmmjmts made by those 
in authority to make those judgments, and then we 
will have to abide by those judgments, and certainly 
we are perfectly willing to listen to all these 
factors. Maybe we haven't taken -- I'm sure we haven't| 
taken them all into account. We're prepared to listen 
and to act. on those, if im’ oumyopinion, alone, it would 
be wise to do so; but over and above that, even not- 
withstanding what we might do, there is a further 


authority that will mke that decision which we will 





have to abide by. 

Q Well, you're still open 
to be persuaded, then, that some trade-offs you made 
werelt correct or should be re-assessed. 


A Yes sir, we certainly 
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Cross-Exam by Bell 
don't have any qualms about our ability to assess 
everything. There are many factors involved and there 
will be a lot of inputs by many people, and I think 
it would be very foolish of us not to take into 


consideration all these opirions. 





Q id just dike. to know 
what effect you will give to these opinions. 

A Wells; a. can only tell 
you what I've told you. We are sincerely interested 


in hearing these opinions, and will try and adapt 





ourselves to these opinions wherever it's possible 


to adapt ourselves to it, and -- 


Q Provided, that it’s still | 
PLactical. | 
A Provrced ste. s 6St4i) | 
practical, yes, | 
Q You refer on page 6 | 


of your testimony to an aspect of your management 


structure which involves committees to deal with 





Specific aspects of the proposal. 
: A Yes sir. 

Q These committees are 
technical, environmental, financial, legal, and public 
affairs. Can yourtell me, sir, which of these 
committees has responsibility for supervising the 
socio-economic research and receiving your socio- 
economic input? 

A Really none of those 


committees, sir. The socio-economic input has been 





something that has fundamentally been handled by 


CIs? 
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V.i. Horte | 
Cross-Exam by Bell 


CAGSL staff and management; I think to some extent 
there has been an overlapping and some input into the 
sociological considerations by the Environmental 
Committee, because quite often the two areas overlap, 


| 
Or relate to one another. 





Q But there's no 
committee? 

A No specific committee 
with respect to socio-economic consideration. 

Q Has the Legal Committee 


done any studies concerning the status of native 





Claims, ins the Northwest Territories? 
A imeanwterthink Of vany 


done by that committee, sir. 


MR. GENEST: Legal opinions | 
and legal advice, sir, but that's surely in the area | 
of privileged communications. We're going to hear Peat 
my friend's clients as to the nature; I think your 
rulings deal quite specifically with that. : 

THE COMMISSIONER: Mr. Bell, 
this might be a convenient time to pause. Before | 
we adjourn for lunch, I want to make a statement about 
the way in which I suggest the participants ought to 
proceed with the development of terms and conditions 
that they want the Inquiry to recommend to the Ministe 
and his colleagues at the end of the Inquiry. 

We are now close to the end | 
of Phase 1, and so I want to look ahead for a moment. | 
You all know that my task under the order-in-council 


establishing the Inquiry is to report on the 
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Socio-economic and environmental MMipact, OL thie proposed 
gas pipeline and all of its ramifications. Then I eh 
recommend appropriate terms and conditions that ought 


to be imposed on any right-of-way that might be granted. 


So when the four phases of the Inquiry have been 





completed, I will be asking counsel for all participants 
to make submissions. Their submissions will undoubtedly 

| 
cover the whole question of the impact of the pipeline, 
and as Mr. Templeton said, that is in Many respects 


essentially a matter of prediction. 





Their submissionswill also | 
consist of a presentation of argument in SUPPOLE OF | 
Specific terms and conditions they ‘say ougnt to be 
imposed on any right-of-way that might be granted. | 
50 I suggest that all of the participants at the end | 
of each phase should begin to prepare the Izst of 
terms and conditions that they intend to urge should 


be imposed, if any ELOnt-OrL-way is- granted. 





One of the terms and condi- 
tions for instance, that the native organizations have 
advised they will urge should be imposed relates to 
the settlement of native land claims. No doubt we 


will hear from the Northwest Territories Association 


of Municipalities' argument in Support of terms and 
conditions relating to the delivery of gas to the 


communities. But in the course of each phase there 


has been a great deal -- there will be a great deal 


of evidence brought forward that will relate to Many 





terms and conditions that the Partrecrpants will want 


to bring before the Inquiry. So I suggest that 
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all of the participants at the end of each phase should 
begin to prepare the list of terms and conditions that 
should 
they intend to urge!be imposed if any right-of-way is 
granted. | 
In due course I will want to 
hear what specific terms and conditions you all say 
Ought to be imposed. And this is relevant in many | 
ways to what Mr. Horte was saying this morning, because 
he said he anticipates the Inquiry will recommend 
certain conditions, the government will determine what 


terms and conditions ought to be imposed, and then 


Arctic Gas will bave.to.decide if it.can.live.with 





them; and at that stage it will have to decide whether | 
ital Sedotnd tLovprocesdi with thispproject. | 

Under the terms and conditions 
that are eventually imposed, now the terms and condi- | 
tions that you -- and I'm speaking now to the parti- | 
ClPahtSy=- thatvvyou urge ,should be presented in 
writing supported by written argument and with 
appropriate references to the evidence that you call 
ogee watsls ys that is with citations of the evidence given 
by witnesses inthe transcript, and by citations 
to appropriate exhibit numbers. 

I have already asked Commiss- 
Lon counsel and the Inquiry staff, as well as the 
Inquiry Appraisal Team, to follow this procedure. The 


Inquiry Appraisal Team is the group under Dr. Fyle's 


direction that used to be known as the Assessment 





Group, and is now known as the Inquiry Appraisal Team. 


That means that the terms 
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V.L. Horte 





and conditions prepared by the Inquiry staff and the 
Inquiry Appraisal Team will be presented to this 
Inquiry by Commission counsel and when Commission 
counsel presents the terms and conditions on behalf 

of the Inquiry staff and the Inquiry Appraisal Team, 
and on his own behalf, he wants the Inquiry to | 
recommend, you will all be in a position to adopt them, 


to challenge them, or ignore them. 





I respecttully suggest to the 
participants that you should all follow that same 
procedure. It is, I think, the fairest way to proceed 
and the most useful to me. It may even lead to agree- 

ment on all sides on certain terms and conditions. 
I do not want you to over look the evidence given at 
the community hearings. It is every bit as vital as 
the evidence given at the formal hearings. I suggest, 


therefore, that at the end of each community hearing 


yu should prepare in writing the terms and conditions 
that you believe ought to be applied as regards that 


particular community. 
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joke ee aa Vv. L. Horte 
1| What I say here applies 
i 
2 | especially to the Native organizations , the Northwest 


Lo 


Territories Association of Municipalities, and of cours 





> 


the Inquiry Staff. So that out of the Aklavik hearing 


H | 














5 | I would expect that in due course I will receive from | 
6 | My. bay ly“on@benhalt ore the Tnuiteorgani zations, proposals 
7 relating to the terms and conditions that the Inuit | 
i i 
8 | organizations want imposed at Aklavik if a right-of aoe 
9 is granted. 
10 | I would of course want from 
11} Mr. Bell the terms and conditions that the Brotherhood 
| and the Metis Association would urge, so far as Aklavik 
13 is concerned. And I would want the same thing from | 
14) the Northwest Territories Association of HEEL RS 
= ater the Hay River nearing 8 Andsof'coursel from vthe : 
16; Indian Brotherhood and the Metis Association after the | 
17, Hay River hearing. | 
18 | I will of course at the end| 
19 | of all the evidence want to hear your submissions on 
20 | what you conceive the impact of the pipeline and all of 
21| its" ramifications will be, because it is upon your 
22 | assessment of the impact that the terms and conditions 
23 you want to impose will depend. 
4 | Bate think’ that in the 
25 | meantime that at the end of each phase you should prepare 
26 | at least in draft, the terms and conditions you feel 
27 should be proposed in the light of the evidence given | 
23 | during that phase. I realize that as we go along from | 
il hearing 
—“ one phase to another, and from one community /to AOE 





you may very well want to amplify or modify what you 
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| 
| have prepared. But I respectfully suggest that you should 
| 


begin now. Maybe you have already begun. I leave it 


fh 














7 to Commission Counsel to discuss with coumsel for the 

| participants the question whether such proposals should 

5 | be exchanged at the end of each phase, or at the end 

6 | of each community Nearing,” or not! until ald of the 

7 evidence is in. | 
a And I'm having this typed 

9 up and it will be available to all of you, and Miss 

io | Hutchinson will make sure that it's sent- in the mail to 
ry Mr. Veale and Mr. Sigler, and Mr. Reesor. I don't want 
bal you to think Mr, Templeton, that I am not aware of the 
13 | fact that the Environment Protection Board has prepared | 
14) Specific terms and conditions and actually put them 
| in writings And that is in a sense the-- what I want | 
| al DUof Sthe participants to do, in the ight. or all of | 
17 jj the evidence as we proceed. | 
13 And in thet way, I think that 

| 

io you can take advantage of the division of the Inquiry 
20, into the four phases, and at the same time enable the 
1) Inquiry at the end of the day to take into account 
sed everything you rely upon from each phase. 
23 | So we will adjourn until 
24) two o'clock. 
25 | (PROCEEDINGS ADJOURNED UNTIL TWO O'CLOCK) 
26 | 
27| 

28 
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(PROCEEDINGS RESUMED PURSUANT TO ADJOURNMENT) 





MR. SCOTT: Mr. Commissioner, 
I undertook to my colleagues that I would clarify a 
matter that was referred to in yur statement this 
morning. You referred to the Inquiry Appraisal Team 
and then I think paranthetically suggested that it 
had some connection with the Government Assessment 
Group. That connection is perhaps apparent but not 
real. The Government Assessment Group is dead, no 


longer exists. The team to which you refer are those 





persons who are on Commission counsel staff, some 
appointed by you, and some that our requests seconded 
from either industry or the Government of Canada, and 
I think what was intended, if I may respectfully say 


so, it was to refer to the Inquiry Appraisal Team as 





ourestafftadvisors in this matter. 

ane second thingysk taised 
that because I know that the Government of Canada is 
-- or the deparment is rather sensitive about that 
matter. 

é #hée second thing is all 
counsel have begun to think about your comments about 
the way in which we can be of assistance to you in 
ereneranG recommendations to the Minister in view of 
the fact we ultimately have to make submissions to 
you ONthose Matters, and with your permission I 
wouldtlikeitoe list that as the first item on -- to 
be dealt with at a meeting of counsel which we anti- 


Ccipate holding in the week of June 2nd, either on 


Monday night or on Wednesday night of that week, 
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V.L. Horte 
Cross-Exam by Bell 


depending on whether the hockey season has finished 
by that time. 

THE COMMISSIONER: It may have 
finished, but a new one may have begun. You'll have 


BOMW ate Chm: Odeutelicte 





VERNON L. HORTE, resumed: 
CROSS-EXAMINATION BY MR. BELL (CONTINUED) : 
Q Cap yourtell me. sir, 


which members of the consortium have operations north 





of the 60th Parallel? 

A The Imperial Oil Company 
Gulf Canada, Shell Canada, Numac and Sunoco E. & P. 
who have just recently withdrawn, of course, also had 
Operations in the north. dhatis all that comes to | 
mand sax. Possibly Canadian Superior, I am not 
sure of .that. 

Q Welly 2£ 1 swassto | 


Suggest to you that Canadian Superior and its parent, 





Superior Oil, operate albeit indirectly in the snerth 
their 
through/ control over Giant Yellowknife Mines, would 





you be able to confirm that? 

A I don't know that of my 
own knowledge. 

Q Are you aware that the 
ownership of the land in Northwest Territories through 
which the pipeline route would pass is now the subject 
Of Ati gation? 

A Tnunderstand that to 


be so, yes. 





MR. GENEST: Has a writ been 
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Cross-Exam by Bell 


issued, Mr. Commissioner? 

THE COMMISSIONER: Well, I 
don't know. 

MR. GENEST: We better find 
out if Mr. Horte”’does know. 


A Lem-esorry ? 





THE COMMISSIONER: Well, it's | 
a subject of claim -- 

MR. GENEST: Contentious, yes. 

MR. COMMISSIONER: -- and do 
we have to go beyond that? Mr. Horte knows that. | 

A I know that it's a 
Subject of claim. Whether it's a matter of litigation 
Or not, £°ll refer “to my counsel. 


MR. BELL: Q I believe you 





Said yesterday that you have offers from various 
parties to subscribe to portions of the equity in the 
pipeline company. Can you tell me if these offers 
are conditioned on the resolution of any litigation 
in respect of ownership of the land? 

‘ A Well, to the extent that 
that has an impact or an effect upon the pipeline, 
why certainly it would be covered by their conditions. 
Pedon' t= recall 1 don" t® belvevelthats thetactualc con- 
ditions themselves specify that as being a condition, 
but they are very general. 

Q Would they be conditioned 

on the applicants! securing the easement and the fee 


simple title that we were talking about this morning? 


A Tim sure they will be 





— a 


ba 


bit? 


2° oi 


ob 


.fisw 


~iiew 


els f ches 


.2srff ewordt ett0H .aM. TIe02 Buoyed ‘op of avad SW 


5B &' ol 


1wSs7ed aW 


:TMOLeSIMMOD ana” 


- 


ystor mI A 
;AUMOTL2IMMOD BET 


Rey , auoignGas nodD :TOSLKUSO- .9M 


RAAOLSSIMMOD LAP 


ter? wont J A 


noisspistl Yo tesjam 6 #4'32h zensenwW  inislS Io sherds 


_leumoo ywior zetex EN t \deneto 


voy oveliad’t 9 «J1a8 aM 


norsepsgif 


rans 


i 
1 


entilegig sft noqu jos?ie as Io Josqni ne esd dss 
etoltibios tisis yd bexeveo ed-bigow +i vinketes yaw 
~aeo tautoe oft tedd avektead 2'acb © \ITssex' Ciel re 
Olsibnos B ptisd as rely -ylivsgqe covtoamens ett 
- srs 


evuoltev most aretto eved goy Jats yebresesy Dise 


eivitio sgerla 3 am Ilsi voy nsd 


Shoal ands Io gidetenwo to Joeqaet ms 


Jagsxe eff oF ,iiewW & 


Spniniom aif svode panties | 9 
| oo Ke aap a8" ae 


2) 7.) ne 


:TaIveD AM | 7 
sword egob SI70H .xM 2i "sao 


vis 20 noituloveay sid no BenoktibnoS Sts 
































\ ; a 


~~ minio Io goetdve 5s 


eis ni yoigps efit 20 enotdiog of sditoedve oF eeitasq — 9h, 


-yonqnes eniisqtq 


P a wf 


bsnoitibaok sd yeds Sivow oO 3 _ 
sot ot Bae tuemeese eft onityoee saoett 198 & 


ACEWEST REPORTING L-T Dix 


BURNABY 2, B.C. 























V.L. Horte 
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conditions on that; I don't believe we could ever 
finance the project without that. 

Q ~Oovln@addition, the 
debt financing is likely to be conditioned on the 
Same, on these conditions? 

A Yess YOULL have to 
know that you have in fact the rege to “construct 
a pipeline across those lands. 

Q TEerrcould sjust. turn 
for a moment to the question of routing, On the east 
as Opposed to the west side of the Mackenzie. 

MIR SE GENES Ts Sorry, Mis. 
Belitpetvdidan + “Get that. 

MR. BELL: The questton of 
routings. 

A Weisr. 

MR StGENES TA? "On the west —— 

MR. BERir: On the east “as 
opposed to the west side of the Mackenzie River. 

Q This subject is covered 
on page 13 and follows your written testimony, and 
you state on page 13 that the east side of the 
Mackenzie was chosen as the best route in Spite of 
the fact that the west side route was more direct, 
and you give three reasons for choosing the eastside 
Over the west side. 

A Yes. 

Q The fErsw one te that 
gas discoveries in the Mackenzie Delta accelerated 


and discoveries south and west of the delta were 
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Cross-Exam by Bell 


disappointing. 

A mes. 

Q You say that the 
location of the Mackenzie Highway on the east side of 
the river had some influence on this decision. 

A Yes. 

ual lactate 

Q Audeibat sthe tactuthat 
there are difficult river crossings on the west side 
cae ersova factor an, this decision. 

A Mess 

Q Are these listed in 
any order of importance or weight? 

A NO; 2) thimkhiie. was.a 
combination of these factors. 

Q Would it be possible 
for you to give us what weight -- what their propor- 

tional weight would be in this decision? 

A Not really, and 1 don*t 
know what purpose it would serve. I think, you know, 
it was a combination of all these factors that led 
us to conclude that the better location was on the 
east side of the Mackenzie. 

Q Did the potential for 
gas discoveries in the Mackenzie Basin on the east 
side of the river have any bearing in this decision? 

A The potential -- 

Q For gas discoveries 
in the Mackenzie Basin on the east side of the river. 

A Not really, because the 


potential, although it's been very disappointing, I 
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think, is nevertheless still better on the west side 


of the river where the sediments are of greater thick- 


ness. AS you go east you run into thinner sediments 


and ultimately into the shield itself. 


acceleration -- 


end up near the 


Q 


A 


delta area. 


Could you tell me why 


Except at the north 
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Q YEesso.1' wouldg dike 
to know why accelerated discoveries in the Mackenzie 
Delta would be a positive indicator for an east 
side route! 

A Wedd 0 cenbaindy.cit 
indicated that there had to be a line built if 
those discoveries matured and it looked like the -- 
as the potential of that area was indicatedto be 
large, that there would be a line that would come 
out of there which would have to connect with 
any line coming out of the Prudhoe Bay area and 
when that was combined with the other factors 
imiwas taxquestionsof bringing one + line .across..oxr 
the jothen line sacross: and tthat was-one. of the factors 

as mentioned that had -- was taken into account 

in that judgment. 

Q Even if -= webl, 
no matter which side of the Mackenzie you chose 


you would have to have a Mackenzie River crossing 


below the delta --- above the delta? 
A Yes. 
Q YO VVOULKnNOW —— Can. 7ou 


tell us now how much of the Mackenzie Highway has 
been constructed on the east side of the river? 

A Now" canit precisely. 
I know that it has not progressed too far northward. 

Q I take it though,that 
the applicant assumes it will be completed to 
Fort Good Hope by the time of construction of the 


pipeline? 
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A 4 don't know that 
to be a fact,that Sot ae hee tf just don’t, know. 

Q It is an assumption 
upon which the applicant operates, though, isn) 94 t? 
I think that we have had evidence to that effect. 

A I-can't be sure of 
thate, str, 1d = have toicheck that. 


Q Weld) = LL take o.t tthat 





the routing of the highway in any case is not 
crucial to the east side route? 

A No, our plan with 
TespeceE to the project is such that we believe it 


can proceed and be constructed, in fact our cost 


estimates contemplate no highway. 
| 

Q So the highway is sort 

OL Jasons if it) is ‘there? 


A [It 1s helpful, very 





nelorul yes, (1fle is. there 

Q Would the applicant 
if required by the appropriate authorities, be 
willing to construct a pipeline onithe west side of 


the Mackenzie? 


A On the west side? 
Q VES 7S Ey, 
A I can't answer that 


question just off the top of my head. We would 





have to look at it, evaluate it and see whether a | 
was a sound project to proceed with. 
Q Well, would you -- would | 


the applicant be willing to build the pipeline along 
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< any other route if for some reason the Mackenzie 
| Valley was not available as a route? | 
| A i-cantt really: answer | 
7 that guestion without somebody suggesting a route | 
5) and evaluating it to see what impacts it would have 
6] on the measibility of theptotal sprogect. | 
7| Q You are still willing | 
| to consider other routes though? | 
| A I think that we always 
1 | have to keep our minds open to that, yes, sir. 
al MR. BELL: Well, I think 
120 that concludes my cross-examination, sir. 
*3 THE COMMISSIONER: Before | 
14) Mr. Bayly starts, Mr. Horte, in your prepared | 
a evidence you dealt with the composition of the | 
i6 | old Northwest Project Study Group and you told us te) 
17) it joined forces with Gas Arctic Systems in 1972 to ! 
+8) establish the Gas Arctic Northwest Project Study eit 
19 I don't think you told us the names of the companies 
20 | that weré in the Gas Arctic Systems Group. 
oi : Ruekaxestadndid. I told 
ee | you the names of those in the Gas Arctic Systems 
| Groupent believers Tidonit think  Indid!tell-you 
ey the names of those in the Northwest Project Study 
| ee 
26 | Ceelle = 
27 | 
A I can do them both. 
4 Q I think on page two, 
23.4 the Northwest Project Study Group consisted of | 
pees TransCanada, the two consumer -- the two gas companies 
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REEWEST REPORTING L-T.8. Vie Horte 
BURNABY 2, B.C. 
1 : ‘ 
in the midwest and the three producers in Prudhoe 
2 || 
Bay. 
3 : 
: A Dieta cCOrrect, Yes. 
4 | 
| Q That is the Northwest. 
5 | 
A thateis the Northwest. 
6 | 
H Q Now, the Gas Arctic 
7| 
systems Group -- 
8 | , 
A The Gas Arctic Systems 
9 | 
Group consisted of Alberta Gas Trunk Line Company, 
10 | ee OS Chey | 
Pacwtie wuighnting =— 1 caniget their full names here 
ll | 
| for you -- the Alberta Gas Trunk Line Company, 
12 | aawenent © ; 
| Pacific Lighting Gas Development Company, Columbia 
13 | cine 
Gas Transmission Corporation, Northern Natural 
} 
14} : f laseekt 
Gas Pipeline Company, Texas Eastern Transmission 
- | Corporation, the Canadian National Railway .or 
16 | , a. 
1 REalty Company that was their subsidiary that 
ny | : 
was involved, and I think that consists of the 
18 | ; : 
Six companies. 
LD 
I Q And the Canadian 
\ 
OK i ; : ; 
el ARctic Gas Study Limited was set up under 
Zi ; 
the auspices of the amalgamated group? 
22 : 
A Yes rearsiuer . =—— On 
23 
or about that same time an additional four companies 
yA -| 
et joined the group. To the best of my recollection 
oo | 
| those were Imperial Oil, Gulf O11, Shell and 
26 | 
| Canadian Pacific Railway. 
27 
| Q And the consortium 
28 | : : 
! has an agreement that you described to us relating 
| 
29 
to the management of Canadian Arctic Gas Study 
30 
—— Limited. What about the management of Alaskan Gas 
| 
Arctic -- is it set up in the same way? 
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A Yes,it really comes under 





this overall umbrella, if you like. 

THE COMMISSIONER: So it is 
the same three groups? 

A It's the same, all the 
subjects in connection with the Alaskan Arctic Gas 


Study Group are discussed at the same Management 





Committee meetings, the same other committees meet 
with respect to matters dealing with the Alaska portion, 
etc., as they do on the Canadian portion. 

Q So the membership of the 
M anagement Committee would be exectly the same ¢ 

A Yes sir. | 

Q And the pipeline Se a | 
Canadian Arctic Gas Pipeline Limited in whose name 
the right-of-way is sought, what is its structure now? | 
Does it function at all except as a corporation 
established for purposes of making the application 
and the filings? 

A Traty' sital pss. 


Q Well, the consortium 


‘ 





controls the pipeline company at this stage in exactly 
the same way as it controls Canadian Arctic Gas Study 
Group. 

A Really, yes. 

THE COMMISSIONER: Right. Well 


caury.ron poMno may y< 


CROSS-EXAMINATION BY MR. BAYLY: 


Q Mr. Horte, the first 
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Cross-Exam by Bayly 


area that I'd like to have some comments from you on, 
is the question of route selection. 

A Yes sir. 

Q Perhaps your counsel 
could equip you with Exhibit 54, which is Section 8 
of the,application.,I don't know if you have that, sir. 

A Tia Peget iit gS ie pes, 
I have it. 

Q Now the portion that 
Lowillebesretersving to, +Losbegin with, is found at 
8-A-1, page 4. 

A Yes sir, 

Q And there is a Section 3, 
which deals on that page with technological pipeline 


route factors. 





A Nes. 
Q Now, before going into 
whether 
thee section, could you tell us sir,' when the route 
had to be determined to take Prudhoe Bay gas into the 
south, whether Arctic Gas or others were certain that 
they would be able to find some gas that could be 


commercially marketed in the Mackenzie Delta area. 


A At the time that the 





route for the Prudhoe Bay gas --? 

Q I'm not saying it was 
selected, but at the time when it had to be considered 
were the exploring companies fairly certain that some 
commercially producable gas would come out of the 
Mackenzie Delta as well? 


A Yes. 
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Cross-Exam by Bayly 
Q And so when we look at 
the first™’paragraph”in Section 3° on that’ page -- and 
I'll read the sentence of that paragraph: 
"After determination of the areas of gas 
supply and the basic areas of market need, 
the first problem in deciding upon the 
general routing of the pipeline lies in 
determining whether it is feasible to build 
and maintain a pipeline in the area con- 


Sidered along a relatively direct route." 





A Yes ; 

Q Now; ~T-take Lt “that that is 
the first consideration, you take the areas of source 
and *vyouetry “and Vfind Ya-direct “route; ‘or’ as direct 


route as possible, to the area of market. Is that 


COEEE CES. 


7 That is correct. 





Q And in this case you 
are looking for a route from the area of source in 
two areas to markets in Southern North America?’ 

. A That “ws =correct. 

Q And so your first con- 
sideration was to find a route that would link these 
two together, would that be fair to say? 

| A Vest. 

Q The other alternative, 

I assume, would be to build separate facilities for th 
two sources! 


A That is another alter- 


native. 
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Cross-Exam by Bayly 
Q And so any relatively 
direct route that you found to bring both sources to | 


market together would have to be a direct one from 





both sources. 


A Mes. 
Q In other words, if I 
might suggest that you had to -- or perhaps had to 


go through some compromise decisions because you 





weren't dealing with a single source, you had to find 
a route that would accommodate both of these. 

A Well,what we're attempt- 
ing =*to=do looking at the two sources was to 
come up with a plan and a design which, because of the} 
advantage of having two sources, could most economically 
get both those sources to market. | 

Q ALY rront new. —— | 

A And I did give an erotane 
tion, I believe, yesterday with respect to the advant- 
ages we saw of moving large volumes of gas. It is a 
great distance and one has to have an efficient system 
and we saw in the combination of those two sources 
the possibility of a most efficient system, which is 
what we've been developing as we've gone along. 

Q And in terms of efficien 
cy, direct routes are important and they are the 
thing that, according to your application, you conside 
first. 

A Well, direct route 


| 
having regard to the physical characteristics, you know, 





a direct route over a 10,000-foot mountain might not 
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be nearly as economical as one that goes around the 
mountain. 
Q Ai Goi esa can under 


stand that, but now after having picked a route which 





you think is direct in terms of having as few miles as 
possible in as amicable a terrain physically speaking 
as) you. Can, find) -—— 

A nes. | 

Q -- I assume you look 
along that route as well for possible other gas 
sources that might be picked up along the way; would: 
that be fair to say? 

A Yes sir. 

Q And so if a decision 
had to be made as to whether you would go along a | 
route that had other possible gas sources, and one 
that did not, there might be very good economic 


reasons for opting for the route where you might find | 





more gas. 


A ves “t's a matter of 


“judgment. The magnitude or the likelihood; you how, 


how heavily you weigh those things. 

Q And am I correct in 
assuming that the route that you have chosen as the 
prime route is one that goes through various areas 
that may in the future produce other bases for gas 
wells and sources of gas? 

A Yes, however I would 
think that, you know, the predominant factors are 


the geological situation in and around the delta, the 
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1 Beaufort Sea area, and the North Slope. The results 
| basically south of that area have been rather dis- | 
“ appointing. The sediments are thinner, and the results 
: have been poor. So those were the prime considerations. 
my Q All’ GLOnt, sO in the 
6 | area of the North Slope, that is Prudhoe Bay across to 
7] the delta, part of the Beaufort Sea and in the Macken- 
8 | zie delta, you find encouraging looking sediments and 
9 some actual gas finds that have already been made. 
10 A Yes sir. 
11 Q And the sedimen_tary 
12 | basin that is referred to as -- if I may use the term 
13| -- petering out towards the upstream end of the delta | 
14} tS NOG Onty in the-delta, but am I™correct “in saying | 
15 | that it goes across to the Anderson River Basin as | 
ig well? : 
| 
| A Yes. | 
ee Q And this would be per- 
ae haps an incentive for Arctic Gas to want to locate a 
=| facility on the east rather than the west side of the 
a3 “Mackenzie, Since the Anderson is on the east rather 
ee than the west side of the Mackenzie. 
oe A Well, except that the 
a sediments basically, there are more sediments along the 
| west side than along the east. You start to run out 
26) of sediments as you moveeast. 
et! Q So you're saying that 
| it would in terms of -- if that were the only consider 
ae ation, that is that the sediment for producing gas lookdd 
ae) better on one side of the river than the other, that 
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Cross-Exam by Bayly 


would be an incentive to put your pipeline on the 


west side? 


A Yes. ~,akt would. 
Q So what draws it over 
to the east side are a number of other things, 


one of them being major river crossing difficulties! 


A Yes, the banks on the 





rivers on the west side emptying into the Mackenzie 
are much more difficult, as I understand it, than 
those on the east side. 

Q All right now, when you 
say "as you understand it", I wonder if you would be 
able to give the Commission rivers that Arctic Gas | 
really felt they didn't want to cross on the west 
side, which gave them part of the incentive to decide | 


tCovapply for a tacility location on the east: side. 





A I couldn't give you those 
rivers. Our technical witnesses that were involved 
any tnat, i'm sure, could: 

Q All right, and we have 


had evidence from them about certain rivers. You 
yourself don't have that knowledge. You relied on 
people like the geotechnical panel -- 

A Yes, I have been vets 
at various times and periodically in those major 
decisions, obviously, but it's impossible for me to 
recall specific rivers and particular situations. They 
are much more able to do that than I am. 


Q Now, another of the 





considerations, as I understand , that goes into this 







| -blvew. oe ee Ke. he 

| Mave af euwuh setw OB | @ 5 | ee 

| \apnidd vadto 26 veda eB ous ebie +e 

i Vasiiiuoitith uaiesot> tavit xOtem ented’ . 

| aa ac, eAmed ous saat i. : many 

| sisanknaM ony ont pntyigste shia teow eft ao exevix 

me .ti busdetebou TI ge, ,siworTtLo stom doum exe + i 

) site tess sdt no Seond oF 

, GoY Caw qwon spon ILA 0 Hl i 

| od Bltwcw yoy ti aabnow I "tL bnesterebap oy es” yse 
she SL29cA tec Ssavir hoLesimmod ont svip ot sids 1 L 

taew od? fie Seats of 3oBW 41 abib yads tier yilsex bE 


= 
> ne a fn a 














| shioeh of evisdeont ald 20 Jusq medz syep dotdw .sbis - bi 


-sbie tase silt ao nolsspol ysilios? 6 awe yiggs ot , of 
doors vey evio F nblwon I A a i 
is 

) . | 
beclovai erow Jedd aovesatiw Inotadoes 400 .etevit = 

) eee tee | 
| “blues oma mT ged} mk . 
aver «WwW bre depts £14 Qo i > as 10S 


uov .osevla nisttep svods wots Moet spuebitvas aa 

no betiss goY .sphetwond seat eved a'nob Veewoy 
~~ Loan isotarossosp ons tht selqoeq 

Hovioval need avai) T \es¥ A 4 an i 

rots geod mt ——— id &! 

| od em aot sfddeeogms a*35 foe wodwde 

Nort . basing veers 


hae ted ob 


| 


ALLWEST REPORTING LTD. 5835) 


BURNABY 2, B.C. 

















Viole O15 Ce 

Cross-Exam by Bayly 
or went into this decision,was not only that the 
Trivers miagnt be more difficult to cross on the west 
side, but also that there was a good possibility that 
there would be a highway to support the construction 


by the time the project got under way. 





A That was certainly a 
factor and one of those mentioned, yes. 


Q Now, in your making this 





decision, were you offered any advice, or were you 
asked if you would locate the facility near the 


highway by any level of the Canadian Government? 
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A I honestly cannot 
answer that question. I don't know personally. 

Q Now, when you say 
thatyou don't know personally, should we look to 
somebody else in Arctic Gas who does? 

A Well, I was not 
involved in any, of the discussions -- 


MR. GENEST: Excuse me Mr.- Horte, 





Mr. Bayly, 
I thought we had filed some minutes of a meeting 


between some ARctic Gas representatives when the 
counsel for CARC were cross-examining the first 
pane la 

MR. BAYLY: I realize, 
Me COM SS LONeY <= 

MR. GENEST: -- ‘when 
that subject was gone into. 

MR. BAYLY: Mr. Commissioner, ! 
I realize thoseminutes have been filed. We have 


here a representative of Arctic Gas who may have 





been able to expand on that one meeting that 
we have minutes on. If he can't,that is fine. 


T£ he knows == 


MR. GENEST: Mr. Williams 
was there and he has been on the stand practically 
constantly since the 3rd of March. 

MRe) BAYLY=: One of our 
difficulties , Mr. Commissioner, has been that Mr. 
Williams does not speak for Arctic Gas as I have 
bean told several times by Mr. Genest. I have now 


somebody who does and I was asking him a question 
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Cross-Exam by Bayly 


which I think-he:is qualified to answer, if not 
ableltio, 

MR. SCOTT: Once more, 

Mr. Chairman, as I understand it, this is a 

question that was deferred to Mr. Horte at the 

time it was raised by Mr. Anthony. I don't 

have the wlume in front of me, but I think it is 
volume number 17 of March the 13th at page 2004 and 
2005, when it was understood that a policy witness 
would be made available to discuss or to deal with 
consultations with the Federal Government as to 

when they occurred, what they were and so forth. 

MR. GENEST: Well, let me 
get out that volume because -- 

MR oySCOTDeeaI don’t thave ithe 
volume, I simply have a note of it -- Yes, this 
will be the first test of the much vaunted 
index which is available at a price to any of the 
other participants who are interested in buying it. 
So, don't let me down, Mr. Genest. 

, MR. GENEST: What was the 
page again, 2005? 

MR. sCOTT: 2004 and 2005. 

MR. GENEST: Well, at 2004, 
Mr. Anthony makes a request that these minutes be 
produced that Mr. Williams has referred to. 

ME. SCOTT: Welly; 'then 
2009 or 2010. 

MR. GENEST: I wonder if 


we should take up the time of the Inguiry. Mr. Horte 
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1 obviously from his answers doesn't have personal 
sl knowledge. Why don't we, Mr. Scott and I, get 
“i together, read the transcript and then we can probably 
1 | 
i 
4 sotve this problem overnight. 
5 TEE COMMISSIONER: 
Conrect, the 























Bey Mr. Scott, if we could negotiate a price. 


| index. 

7 MR...GENEST: Correct 

8 | the index. 

3] MR. SCOTT: The index 

10 | has not been proved incorrect. I don't think, Mr. 

| Commissioner, that anybody necessarily requires 

all Mr. Horte's personal knowledge. It is obvious 
13 | from the minutes that he wasn't at the meeting. | 
al But I think what is required is some -- I shouldn't | 
15 | tread on Mr. Bayly's territory, except that I would | 
16 | be raising the same matter, some account of what 

17 | occurred and how it occurred. | 
18 MR-CRAYLY<:|4Mrxr. Commissioner, | 
19 | having been assured that Mr. Scott is going to 
20 | GOsinto this particular matterveliwould.be, content 
21 that we work it out overnight and I will either 
" continue that line of questioning tomorrow or Mr. 

sul Scotziwilid. 

24 | THE COMMISSIONER: Well 

25 | work it out overnight after you have all placed your 
i orders for the index. 

mld MR. BAYLY: I don't know 

ie if we want one. 

29 | MR. MARSHALL: JI wonder, 

! 
| 
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Cross-Exam by Bayly 


MR. GENEST: I never 
undertook to do anything. 
THE COMMISSIONER: Well, 


Carry on, Mr. Bayly. 





MR BAL iGYs 

Q iecake Lene. HOrce, just 
to round some of this out that you were aware of that 
meeting of which we were all given minutes? 

A I was aware that a 


meeting took place, yes. 





Q And sapartsrrom that 
WelWwonstagO INGO Lt any farther at this point, 
hut just as far as that meeting, there was some 
government involvement in the suggesticxs that led 
to the decision -- 


MR. GENEST: Two meetings -- 





MR. BAYLY: Two meetings in 
the suggestions that led in the decision to locate 
on the east side of the river: 

A Well, I think the , 
you know, the obvious one that comes to mind from 
my Own standpoint is that with the Government 
deciding to locate the highway on the east side, yes 
that had a bearing on the decision, because a highvay 
located on the east side, if constructed, would be 


af assistance in the construction of the pipeline 





itself. It -- the Government had also indicated 
corridor guidelines, etc., and it seemed to be in 
keeping with that as well. Now, really beyond that 


I cannot be too helpful to you. 
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1 Q AL] Triught pmiow letime 

2 give you a hypothetical -- and just base your 

3) answer on your experience, which I understand is 

4 really quite extensive as a person who has been 

5 involved in the pipeline industry -- and this is a 

6 | hypothetical -- had the Government decided to locate 

7| the highway on the west side, can you give an 

3 Opindn as to whether Arctic Gas would have done 

2 | its very best to overcome the difficulties involved 

10 | in west side construction and located the facility 

a there or attempted to do 68 

12 | A = pustacan?tiugive. you 

13 | an opinion other than yee that it would have been 

14 | a factor that we would have to look at very carefully. | 
25 ! Q All right, well, let me | 
16 | put the question in this way; is the highway a 

17 | very important contributor to the ease of -- to easing 
18 the logistics involved in Qbuildingia facility in 

19] this kind of area in the dimensions thatlyou are 
20 anticipating? 
ae 2 A I suppose that in 
22 terms of the original construction it remains to 

| be seen, you know, whether in fact the highway is 

24 | there at the time of the construction7of the pipeline, 
25 | but assuming thatin any event the highway would | 
26 | be completed, it is bound to be beneficial in the 

27 eneer itn regard to operations, maintenance, etc. 

28 | Q Now, I am assuming as well, 
°° na as speaking to a person who has worked with TransCanada 
| Pipelines that it was no accident, for example, that 

| | 
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Cross-Exam by Bayly 


the TransCanada Pipeline and the TransCanada Highway 
are located fairly close to each other in a lot 
of areas. 
A OD tut banc, that 
any time that you are in a remote area and have 
access to a highway, a railroad, or something of 
thatnature, it is a great advantage to any Operation. 
Q ALI tight. now, 
having said that this was a direct route with a 
large number of advantages which range from source of 
Supply sto, casiersriver crossings to. the possibility 
of a highway, I am assuming and perhaps you can 
Correct (me if J amowrong, thatsit is not the 
only direct route to bring gas out from both the 
Prudhoe Bay area and the Mackenzie Delta. 
A No, I am sure that 
DS Si ea 6 ua thdonly route. 
Q And as a matter of 
fact it.is not the only route in which highway could 


play an important part in the facilities location? 
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A Yes, I would agree 





with that. 

Q However, you have given 
various reasons why you wanted to consider this route 
maybe in the guidelines and the other reasons we went 
into as your prime route selection. Now, was this 


selection process tentatively done, that is to run the 





facility along the North Slope of the Yukon and the 
State of Alaska, and then down the west side of the 
delta and then down the east side of the Mackenzie 
River, prior to the hiring of consultants like Northern 
Engineering Services and Gemini North and the various 
other consultants that seraeee Gas hired? 

A fo Me justecr yang to, recaks. 


anterms Of timing. I'm trying to recall ‘the timing | 





of the actual -- when the Northwest Project Study 
Group, during that period, before the two groups get 
together in what is now the Canadian Arctic Gas Study 
or Northwest Project Gas BeCELC study Group. The 
Northwest Proj Nanay had b i ily looki 
jec roup ha een primarily looking 

at a route down the west side of the river and it was 
=— I don’t “know whether it was -- I'm trying to recall 
whether it was prior to the two groups joining, I think 
it was prior to the two groups joining together, in 
fact, that a decision was made that it appeared more 
logical for all the reasons given to come down the 
east side. iamayeberanterror on that; ih can’t place 
the exact timing. 

Q And was that decision 


one that was made prior to Arctic Gas hiring consultant 
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Cross-Exam by Bayly 
like Northern Engineering Services? 


A Well, many of the -- 


for instance, Northern Engineering Services was a new 





group formed at the time of the merger. Many of the 
participants who are consultants to the Gas Arctic 


Systems Group and the Northwest Project Study Group 


really formed Northern Engineering Services, so we did 
have both groups, the advice of consultants who are 
now part of Northern Engineering Services. 

Q So the basic group 
remained, Gi. notuthe same, at. least had a lot of the 
same inputs{ 

A The same inputs, yes sir. 

Q So that any decision made 
might have been made with say Northern Engineering 


help 
personnel, even though that group had not been set up 





at that time: 


to in this, Mr. Commissioner, is my cross-examination 


A WES id 

Q Now, still on the questi 
Gf routings Lidtelike.to refer..you, af al might,,.to 
Volume 17 of the transcript, and perhaps your counsel 
could get you that. 

A Yes. 

MR. GENEST: What volume? 

ME oehllielis am OD,.Starting 
at page 1947. 

A Yes, I have that page, 
Sire 

Q Now, what I'm referring 
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of Mr. Dau in the panel that consisted of Messrs. 
Dau, Williams, Mollard and Watson, on the subject 
of route selection; I'd like to start on page 1947 
at line 23 -- 

A PACICNE 


Q -=—- and I'll read that 





question and answer down to the next page at line 5. 
ZO All right, could you describe your general 
knowledge of the social and economic 
condition of your prime route choice at 


the time that it was made? 


A In the early stage of selecting a route? 
Q Yes: . 
A It would be very minimal." 


Turning over the page: 
2O All right, and did you seek outside coun- 
selling to increase this knowledge, or was 


the decision made without that kind of 





counselling? 
A At that stage, without outside knowledge." | 
Now, Mr. Horte, this was Mr. Dau answering to the 
best of his ability for Northern Engineering Services, 
and the blank is whether Arctic Gas at that time had 
any socio-economic, if you will, information that 
helped them to make that initial decision to want to 
locate the facility on the east side. 
A NG eel sii OUG pasit ton 
was similar to that outlined by Mr. Dau. 
Q Then if we could go on 


that same page, 1948, to line 10: 
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nO All right, at what stage did that knowledge 
come in and who did it come in from? 

A It was, I think, mentioned previously, Norther 
Engineering did not retain consultants in 
that area, they were retained by Canadian 
Arctic Gas, who through courses of normal 
day to day business and meetings and so on 
they would have our information as we 
developed it." 

Do yau recall, Mr. Horte, at what stage you brought in 
these people Mr. Dau appears to have referred to, to 
get that'kind of input? 

A I am bad at recalling 
dates, but the input in that area, I think, would have 
really -- outside of the normal input that I think 
any engineer or anyone else looking at a route just 
Naturally has, in looking at *the route ofacpipe line; 
you are aware of where communities are, you are aware 
of all these facts. You know, you don't have to be a 
sociologist to really take into account some of these 
considerations. The more expert advice that we 
were seeking really came about at the time that we 
in the northern area retained the services of Gemini 
North to look at various aspects of it from that 
standpoint. I just can't recall the specific timing 
of that. 

Q That fel take atyi sir, 
would be prior to the April 1973 meeting of which we 
have the benefit of the transcript? 


A Yes. 
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Q In summary. 
A Very definitely. 
Q And so when Mr. Dau 


refers to the day to day business, that I assume took 
place prior to that meeting as well that you were in 
consultation with Gemini North and others perhaps on 


this subject. 





A Well, they were doing 
very broad studies for us and certainly there were a 
lot of discussions that took place, and from discussion 
like that one gets input, and as we went further down 
the line why we had more and more input in this area. 


It was a gradual process building up to more and more 


input: | 
Q Could we then -- | 
A From many sources. : 
Q All right, could we on 





the same subject then go to that transcript at page 
1951 -= 
A Vecagir. 
, Q -- and the questions that 

I addressed to Mr. Dau in this area refer to facilities 
TOCcaAtLOnN at Dage 5 Of Exhibit 54, and ‘if I can read the 
paragraph at the top of page 5 to let you know what I 
was ie him questions about. This paragraph reads: 

"The east side of the Mackenzie River was 

ultimately selected as the prime route, in 

light of the fact that the government had 

selected that side for its highway, and in 


the knowledge that it would simplifythe process 
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of making natural gas available for the commun- 
ities along the river. On the other hand, the 
specific routing was arranged to avoid inter- 
ference with present or future facilities of 
cities and villages by keeping an appropriate 
distance away from the settlements." 

And you will recall this morning that Mr. Bell was 

eamining you on the same point. 

A NeSi 

Q Now, at page 1951, 
starting at line 16 with a question: 

"So an appropriate -- you got no direction 
then on what an appropriate distance was when 
you and Arctic Gas selected the prime route? 

A It was developed in consultation and directions 
with the staff, the technical staff at Canadian 
Arebic. Gas. 

Gaile Dignity acids VOU.dOsn ts On a,settlement: by 
settlement basis? 

Ran le cuspect not, ,ssirca. cannot.recall doing,it 
that way." 

Now, again Mr. Horte, we 
appear to have had Mr. Dau outside an area in which 
he was involved, but he does make reference to dis- 
cussions with the technical staff at Arctic Gas. Now 
do you recall discussions as a member of the staff of 
Arctic Gas, that developed some kind of a judgment, if 
we can call it that, because you couldn't reduce it 
to a form_ula this morning, as to what an appropriate 


distance is from communities, and if it varies from 
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community to community? 





A Well; I think an 
appropriate distance from the standpoint of the pipelin 
itself, once constructed, I think what most people had 
in mind was that it was a safe distance from the 
community/ fundamentally a safety factor, etc., in 
that’ basically it did not seem that the facility itself 


created a socio -economic impact in the community. It 





was more this longer term effect that I mentioned 
@arlier this morning, and the particular aspects deal- 
ing with construction itself. 

Q Could you tells mej Mie 
Horte, going to another pipeline by way of analogy, 
how far does the Trans-Canada Pipeline stay away from 
communities? 

A Well, there are various 


codes, as you know, with respect to the distance or 





depending on the distance,what form of facility one 

has to build; but generally I think what you attempt 

to do as best you can plan it,is to stay well outside 
of that community, or what you see as maybe potential 
expansion of that community because if a community 


expands near a facility, it quite often becomes 





necessary to change that facility to re-locate ees 
you like, or else if you leave it where it is, is to 
put in a different quality of pipe to increase the 
safety aspect of the pipeline. 


Q Now, I assume then that 





in order to do that you must do studies of the various 


communities and the amount that they are likely to grow, 
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is that correct? 





A Ti don. t chank any great 
in-depth studies, no sir, looking at the location of 
the community and staying a reasonable distance. 
Certainly when you're dealing with small communities, 
that historically haven't grown a great deal for, you 


know, a long period of time, then it's a pretty easy 





judgment to make. When you get near larger commnnities|, 
Growing areas, Cities, etc, , it's =— you do need 
additional advice, you use the planning advice that 
1S available in that area. 

Q Would it be fair to say 
that you could then, using that reasoning, Go closer 
to Wrigley than you could to Fort Simpson? 

A I don't know when you | 
pin it down to communities of that S1ZeC, stim Just, Not 


aware enough of those particulars. I'm certain that 





there are others that are, and can testitveto thar. 
Q So then if any discussions 

and determinations were made by Arctic Gas about what 

was appropriate, an appropriate distance from communi- 


ties, that was done without your being involved in it: 
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A Yes, in terms of 
specifics. Certainly it was a consideration in 
locating the pipeline. I think that the -- whether 
it has been -- whether there may be different 
views with respect to this, it was the view of 
our people involved that we were at a reasonable 
and safe distance from those communities. 

Q And according to your 
application the sentence that I read from Volume 
VIII there Bpeears at tne (lime von dtsiwriting to 
have been an intention to locate at least close 
enough to be able to suppy gas to these communities 


at some point. 





A Well, yes, that is 
the other aspect that is a consideration, is the 


closer you are, obviously, to the community, the 


better the economics are for gas service to that 
community, particularly when you are talking about 
small communities like these. 


Q Now, if -- when you 





were discussing this just about two questions 
ago, youereferred’tostheasafety factor.,,.Now, is 


that safety tothe pipe, or is that safety to the 
people? 


A Safety to the people, 
Q So when you say you 
would have to build perhaps a different kind of 
pipe into your system if you went very close to 
a community that would be to increase the safety 


factor so that if there were any kind of a failure, 
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1] that it would be less likely to cause some sort of 

2 danger to life and limb? 

af A ahate os Correct. 

4) Q I take it though | 
5 that sometimes pipeline facilities do actually 

Sy go through communities and I am assuming that this 

7 must be built in when thathhappens? 

3 A That is built into 

9 | the’design then; sir. 

fat Q All right. 

oy Now, could I refer you 

co to that same voiume of the transcript, please at 

=| page 1954. | 
14) A Yes, sir. | 
an Q At line 27. | 
ial Per yes: : 
cs Q Statting with the 

22 | question: "Is it a policy...", and this is again, 

19 | sorry, a question to Mr. Williams, rather than to 

a MR. Dau, but the same panel. 

an "Is it*‘a policy of trunk services like 

- pipelines not generally to go through 

a small communities in Canada, but to go 

oo outside them?" 

e Answer: 

] "I am sure that there are exceptions, 

7 | but I would say yes. That would be 

28 | the general.rule of a locator unless 

si he had a specific reason to take a line 

__ 30) to a community for distribution 
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1 fOredt seri burs on,oL gas or so,forth, " 

2 | Now, Mr. Williams has suggested to me in that 

3} answer that if you really want to put gas service 
4 into a community that you put the pipeline through 

| 

5 it. Can you have any comment on that? 

6 | A I didn't read what 
oe he said there to mean that, if he did I would 

8. disagree with him. 

9 | Q ALT ontyawhat did 
10 | you read it to mean? 

11 A Well, that you 

12) would located it closer to that community so that 
13) a connection from the mainline to the community 
14) would#e more logical, more economical for service 
15 | Of gas te that community. 

16 | Q Can you give us some 
7) idea of what an economical distance is, because I 
18) think that you are a person who has been involved in 
19 | this kind of thing and might be able to give us 
20 || as good an answer as we have bern able to Gets 
21 ? A Well, an economical 
22 distance is all a function of the amount of gas 
23 that would be consumed in the community related 
24 | to its distance from the pipeline or the cost of 
25 | facilities to get there. For instance, to give 
26 | you, let's say an extreme example. If you were 
27 | to serve one house with gas service and it were 
28 | located five miles away from a main transmission 
29 | line, this certainly wouldn't be an economic 

30} service. On the other hard, if five miles away, there 
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Cross-Exam by Bayly 


were a significantly large community, that the 

cost of building a larger facility to that community 
was supported by the price at which he could sell 
the commodity in that community and recover those 
costs, then it would be an economic service. 

Q SOewould¢eit.be fair to 
say, if we employed that formula exclusively and 
this isn't a real life situation, I realize, because 
you have told us the other fartors involved, you 
would want to locate the facility closer to 
WRigley than you would to Fort Simpson! 

A Yes. 

Q If you were going 
to supply gas to both of them? 

A Yespescix.« LTE -that 
weresthe onlyefactor,-aThere are other factors. 

You really in terms of economics can't just -- 

you know, wiggle a pipeline all over the countty 
to run it close to communities because those costs 
become very excessive as well. 

. Q I realize, although 
some of your consultants have suggested that bending 
it to go around things is a lot easier thanyou 
have, but it is, I realize an expensive thing because 
you have to reroute and use machinery to change the 
dnection of the pipe. 

A Well, it adds to the 
total cost, obviously, the longer the distance. 

Q Alljgight. 4Now., 


going on to the point that Mr. Bell had raised 





ae © ee eye a & a 
t ane 


eit todt ,ytiovgmoo epsel yitasctiinpia s siew 
Viingmnies todd bt yiiirssYreptel s pribliod Io Jeep 
ifes Sluon of tlottw de sling eft yd betregqque saw 
axcity rerooer Sreé yainummo. sede af yILbomneo ens 
SoivyYoe 2imergne na ed Ofleoow tf nent .aeseoD 

of rel ed Ji blasw o2 ? 
avievu!one slumeso? tada bevolqas ew Tk ,Vvae 
esouened, .pstises'i ,ne@idevei2 earl Ine s +'*nal arnt 
uoy’ \Bbevfovnl szotes) todte sit ev Blot sven u6y 
OF 198019 YILLs36 ant efsvol of tapw bivow 


weqmie® giol of binow voy «antsy yolpLlaw 


f A 
e 
pilgp “ekaw Uo J ¢ 


mais to Mod oF ese yiqaia oF 


Sams TL ai , as aA 
2%: . tanto #76 oveAT 103081 yino eit stew 
-~ seu? 8’ abo EeSimonose Jo sitet nt yifser woY 
rao 1 BRS g4avo Lia emer leqiq a Slppiw , Wort uoy 
$z09 3s¢od> ssunned spi fiaomoos of seélie Fe nox oo 
.lisw 25 evizesox® yisv smovsd 

(peti ty | | ¢) 


paibrsed tai? beteeppye evsd stasticagos qwoy To Since 
vorrei tateses Yo! 8s ti apart? bavets Bp oF Ff 
Snieosd print evlenegss ms esilseet I ,et SL tae oer 
sit apaetio oF vientaonn’ seu Bok eJuors1 oF even Boy 
-@giq sid Jo nolisarh 

ait of ehbs 31 , Liew & th 
-Somsder5 sit tspqo0l ede ,yledeivedo .ye0s Lstos 


WOW VAatpet DTA 0 


beater fed Lied .cM ade todeg ade of ab pnkoR 


_ 


a - - ; ? - 
att } whe Vy ” 4 av a ee oan 
yivad Ye ealeaasts tr ae 


Oe ee 


on fw ww 


See Gr 


os 


- 
— 


r 
th 


| 
| 
| 
| 
| 
| 





5854 


ALLWEST REPORTING L-TD. 


N 


BURNABY 2, B.C. Weeds Jleieee 




















Cross-Exam by Bayly 


earlier, I realize that the basic economics 
that you have suggested make it expensive to run 
a spur line to a small community because you have 
very few consumers. 

A Tear. 

Q Bub Als Liwtaret co 
Say that unless you apply the formula that you and 


Mr. Gibbs were discussing the ‘other day, there is 





an important factor et Week aa gas to Fort Simpson, 
Should in terms of the amount of energy it takes and 
the length of pipe involved, be cheaper than to 
Supply gas to Chigago. Now, that takes out the 
factor of how many Ben othett you have. an Chicago, 
but putting that aside there is, -- there should 


be some compensation for the shorter distance in 


the pipe, is’ that’ correct? 





A Wes, put thatjis a | 
total part of the economics. For example, I think 
Hiueis clearsthat if you move gae through a 48" 
diameter pipeline as proposed by this project to 
the large markets that are located at the end of i ae 
that you can land gas there at a competitive price. 
That does not mean. ~-it's just simply a matter 
of distance arid. volume that can be used. That doesn't 
mean that a small load located almost adjacent 
to the line, if you look at just the straight economicg, 
would receive gas at as low a price. 

Q All right, and that -- 

A Peeves juSse a function 


of the costs associated with the respective services. 
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Q And that’ is aisc then 
a function of the theory that every consumer should 
helps pay; for, the,whole.thing?. If I. can put that 
in that simplistic form. 

A Sorry, would you 
repeat that questinn, please? 

Q I am suggesting that the | 


reasoning that goes behind those economics is 





based on the theory that all the consumers should 
help pay for the whole facility. 

A All the consumers 
that take gas from that in one way or another 
help pay; for the. whole facility, yes. 

Q Yes,so that the 


people of Tuktoyaktuk, if they were to take gas, 


would according to that economic theory, be 


required to help pay for the pipe that goes down 





to Mouncie? 

A Well, when you 
go off a main gas transmission line, the historical 
basis upon which rates have been set, that at 
each point of take off, over the gasses sold from | 
the main transmission line, the theory is that 
each customer along that line pays his proportionate 
share of the costs for-noving the gas volumes 
that he consumes through that line. He benefits from 
the fact that many other customers may be located 
along that line and it is a combination of those 
combined volumes that make it economic for all to 


receive gas -- each paying his proportionate share 
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of that main transmission cost, but now you are 
at the main gas transmission line and you then have 
to, and the normal practice is, that the distribution 
company acquires gas at that point. Now, his costs 
continue on from that point until he gets the gas to 
the ultimate burner tip. So he has to add to 
the cost that he pays, his proportionate cost on 
the main transmission|line, he has to add to that 
the costs of moving gas from that point into the 
community or city or whatever it may be, plus 
the costs of distributing it throughout that 
city, etc., and all of his other costs, and the 
net result is when he adds those costs associated 
with that function,to the costs he paid for 
the gas from the main transmission line, the 
net result must be such that he has an economically 


viable scheme or he would not go ahead with at, 





| 
1 
\ 
! 
| 
| 
| 
| 
| 


or it would not be economic -- if it were not economic, 


gas or any other commodity would then not be 
serviced to that community on that basis. 

, Now, that is not the only 
way that things can be done. That is the normal 
practice. 


Q Now, forgive me 


for labouring it, Mr. Horte, but I have to go tovwFuk to 


explain this to people and I think what I will get 
suggested to me is, why do we have to use the 
trunk pipeline at all then, why don't we just 

own 


run our!line from the Parson's Lake gas field or 


the Taglu gas field into Tuk and then we don't 
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l have to pay for all those guys in Chicago. 


> | A That may well be, 


L Canute savyotnat it fc. Tt may be feasible, if 


(vs) 
=o 


4| there are facilities closer to Tuktoyaktuk, gas 


5 facilities, than our main transmission line that 





6 | could provide gas that met quality specifications, 
7 etc., so that it could be consumed, then I would 


3. think that would be the lewbeteiMysloptelay, 
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Q And would that be | 
something that Arctic Gas would be prepared to consider'| 
doing in order to supply gas to sSnnanene a which are 
an economically feasible distance, as you call it, 


from those gas fields? 


A Well, I don't know whose 


responsibility that would be at that point. If you 
were taking gas from someone else's facility, whether 
you know, this is a role that we should play or not 
is a good questton. I suppose if it were a condition 
£O,a certificate, we would have’ to look at it. 

Q All right but -- 

A But it would be rather 
unnormal, abnormal, I think, to be providing a service 


that wasn't associated with your own direct system. 


MR BAYLY: Mr. Commissioner, 
I've come to a point where I'll be moving on to a 
Sirontly different subject, and I would suggest this | 
would be an appropriate time for a break, if you wish. 
THE COMMISSIONER: All right. 
We'll break for a few minutes. 
(PROCEEDINGS ADJOURNED FOR FEW MINUTES) 
(PROCEEDINGS RESUMED PURSUANT TO ADJOURNMENT) 
MK. -oCOlTs Mrs Commissioner, 
on page 2005 of the transcript, the index which leads 
us to that page has been proved out, but on the page 
Mr. Anthony says, that he will defer his questioning with 
respect to the events of that meeting to the Horte 
panel, he assuming that there will be somebody on the 


Horte panel who will be competent to answer it. 
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Mr Genes Toulows byjl. think, mot taccepting that | 
statement ,and then there is an adjournment and you ! 
| 
will recall that following the adjournment, which I | 
think was overnight, we were able to produce the minutes 
that Mr. Anthony was seeking, and which led to his 
Gussie ion we oO tune Lesilt 1s. that. it as threefold: 
First of all, the index is vindicated, 
secondly, Mr. Genest is right, that there was no 
Undertaking igiven; and thirdly, Mr. Bayly is therefore 
on his own. 

| MRe GENEGD: I think I've 


resolved the question with Mr. Bayly. We've checked 


in the break through the organization, the only meetings 





we know of that were specifically concerned with route 


| 
| 


Selection were the two meetings, the minutes of which 


have already been filed, plus the meetings that Mr. 


| 
\ 
| 
| 
| 


Willjams testified to on a technical basis where they | 
sat down with the Department of Public Works officials 
to avoid crossing the highway and so on, in minute 
road selection, andwe have no knowledge of any other 
meetings. 

MR. BAYLY: Mr. Commissioner, 
Limosatistied with, that.,1t appears, to, be one.of those 
rare occasions when everybody is right. | 

Q Mise) HOreEe, just before 


we leave the question of route selection -- and I'm 


referring to the statement that you had made in your 





exaMminatzon inochier, and .I won't refer to it, by 
QuOtIng Ft ebut basically it is that. there is. at.some 


point an appropriate distance from a settlement to 
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i place a pipeline to avoid m_aximizing the impact and | 
- at the same time providing the option to give the | 
3 advantages which we went over before the coffee break. 
4 The question I want to ask you, sir, about this is, 
5 was any consideration given to whether there were 
6 | greater impactsin going very close to a community than 
7 | going through the hinterland of thecommunity that might 
8 be more valuable to the people who live in the ASM TEAS 
9 when the route was selected? 
19 A I would say that in those 
ll} minutes of that meeting that finally took place where 
12 all the environmental considerations and the sociologi- 
13) cal considerations that had been considered at least 
a to that point were brought to bear on that routing, 
15) the minutes, I think, werelApril 27th of --.- | 
16 Q That was 1973. | 
17, A  -- 1973, that have been, 
18 referfead™to*in-+this hearing. That was sort of an overall 
19 look at the total thing then, having regard to all 
20 these considerations, and the various trade-offs that 
21 would have to be made in connection with the selection 
22 of the route, so at that time these factors were 
23 considered at least in the selection of the route 
24) itself. I can't get specific about particular distances 
a ere. Ser’ m just not abte' "to: 
26) QO WebPetT take 1t from 
ee your answers to Mr. Bell's question that one of the 
ga things that did not go into the selection of the prime 
ee route was the asking of the people who actually lived 
ae) in the prime route areas where they would locate the 
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facility if they had the decision to either make 
or influence. 

A Again I don't know how 
divectly ITecanmeay this, that in connection with that 
meeting that I referred to,there were people that 
attended that meeting who had been in communication 
with certain of the communities and were reflecting 
their very action as a result of those visits, etc. 
in the communities, and that input at least to the 
extent that it was available, was listened to and 
considered at that time. Of course the big danger 
with that sort of thing, as I mentioned earlier this 
MOLniIng, 16 achat, you Know, How solid is that? These 


attatudes, etc., those feelings can change for a 





Wery good reason, and So 1t 1s)a factor, I think, that 
has to continually be assessed. In other words, you 

may not have the best handle on it at a particular 
moment in time. 

Q Well, one of the witnesses 
we have had -- and I'm afraid I can't quote from him, 
when we were asking about route selection, one of the 
earlier panels said, "Well, in the south we have to 
cross people's farmland, but we try not to go through 
their vegetable patch if there is a possibility of 
HOredoing that. In other words, we try not to go 
through areas that are near and dear to them." 

If I were to suggest that 
it may be that Arctic Gas did not recognize areas that 
were near and dear to the people because they did 


not consult them in making their prime route selection, 
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would you agree that that is a possibility? 

A I would agree that that 
is a possibility. 

Q And what we traditionally 
recognize perhaps as less than useful bush, somebody 
else -mignt think of as¥a very important area. 

A That's certainly possible, 
Of course, as I mentioned earlier, that is, while a major 


consideration, there are other considerations as well. 


QO Wess 

A Weahave “ton go intocthar 
overall judgmen t. 

Q (Acca zerthac.. Dy-thank 





you would agree with me, though, that what you said 
earlier this morning, too, a6 that one of the benefits 
you expect to derive as Arctic Gas from these hearings, 
is a kind of education into those attitudes which you 
Navessaid are not as quantifiable as some of the other 
things that you have considered, so that the route 

can perhaps, where in your terms practical, be 
adapted to atcommodate as many of these as is 
reasonable. 

A Yes sir, we're certainly 
prepared to learn. 

Q Ai SeLgne, and” in that 
sense your route proposal is flexible enough to 
perhaps accommodate some of these things which will 
perhaps come up in either community hearings or in 
the fourth phase of the formal hearings. 


A I expect and hope so, 
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ul yes sir. 
os Q Now, I'd like to discuss 
3 with you the cross-delta proposal which I realize is 
4 still in the alternate stage, but which it appears at 
5 least on the technical side is a very attractive 
6 | alternative. Would you agree with that? 
7 A Yes. 
8 Q Now applying the principles 
9 of how you select a route, I assume that the first 
10 interest in cross-delta arose because it was probably 
pa more direct than going down the east side of the 
12 Richardson Mountains, that is the west side of the 
13 delta. Would that be fair to say? 
14 | A That it first arose 
13 because of that reason? | 
16 Q Because it was more | 
17 | direct than -- | 
18 A Vac lo thank stnat. 16 
13 the reason it was ultimately considered, yes. 
20 | Q And I don't remember the 
eal figures, but I think Mr. Genest suggested when he 
22 announced this as a possibility that it would save 
23 Manvemutitons of dollars to use: this route rather 
2 | than the prime route as it is now proposed. 
25 | 
v6) 
28) 
Pes) 
30 
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i A That is our estimate on 
2| a straight dollar basis, yes. 

3) Q Now, what you are 

ey giving, I gather then, to your environmentalists 

Pi and the people who do your social and economic 

6 | impact studies, is this alternate telling them 

7 | that it is very attractive in some ways and asking 

8 | them if it is as attractive in terms of their 

9 | disciplines, rs that correct? 

10 | A That Vs correct . 

11 Q Now, at what 

12] pant in your opinion would you consider any possible 
13) requests by Ehem to abandon crossdlta because of 
Aa | environmental problems. Is there a level of 

12 | environmental problem thatyou would not want to 

ae confront while you are discussing and trying to 

17 | choose between: the prime route and that alternate? 
18 A Tnateaagatin as. a 

19 | Very c.tticult thing to -Guantity and I just 
nT simply couldn't attempt that. We will have to 
21 look at the assessments as they are made and just 
a2 exercise the best judgment that we possibly can, with 
e3 | fespect CO’. 1t Ourselves and of course it will also 
a be subjected to the judgments of many others including 
25 | yourself before these proceedings are completed and 
=i | ultimately somebody, regardless of our judgment will 
ia make a decision. 

| 
aa Q Now, they won't have 
29 | to make that*decision if you don't apply for it, so 
a! that you have to , I assume, make the initial decision 


































made oni tied evenness sabi adn Hoe 
sindae ttm sh os Sr 


taut 20 anxat me ovisonate an ei ot 3k hoi |, 


syoexiac hs aL ye a 
-.2 


tgetx09 BP aRdT OR 
@P is - atts 
*onwW 26 ywow i] ' cae 
f4ieuoq yas aohlentos vey biuow nbdlaige #0oy BE #Aibg 


1° astieded stile 2n0%70 nobneds oy modt yd etseupex “ 
te Gaent « sveds vi .emeidow? Ledaemnorivas _ 


ot Janey gon blvow ucyseds moldoxq tednemnoxivas le 

of paiyat tes pnizevoslh ete, OY volidw | 
coset sole ¢adt bos savon oma elt nsew9 a a | 
6 Bt sae godt 


Jane bee. yiLineup + | 


od sued (fiw oW .3sd2 Jomedds 2%ablimo vigate 

seve be abet 36 yas 26 adaemaeont 
hts iso yidiaude ow Subd Jnompbut teed pe 
| aeks Liiw 2+ eivos to oe view me 8 dee 
oct biog Loure, syedi0 yan Yo wut ent | 
ae padstigans ou ators 2 ~ 


seiieeiai ed w0 % yas ti Be 
7 







ALLWEST REPORTING L-TD. 5865 | 
BURNABY 2, B.C. Wiel. Horie 


Cross-Exam by Bayly 




















i as to whether environmentally you want to apply 

2| for it before we even get a chance to consider 

3 | tt ,List that, faire tortsay? 

4 A Well, as you know,in 

5 looking atvalternates> etc. ,; having exposed the 

6 | alternates and looked at them, if the jurisdictions 

7, involved decided that 22 let me for a moment 

8 | make some assumptions, that in our judgment we still 

9 | stuck with the prime route, from an application 
10 | standpoint, and the jurisdictional people involved 
11] decided that there were a preference for the, 
12 | Pletcher seminds,;in, their judgment, for the cross 
13 delta route, then I am sure under those circumstances 
14) that we would be prepared to amend and switch 
is | the application to make that possibte. 
16 | Q Now, going to perhaps 
17 | aeless practical example, a’route for which you 
18 have not applied either as a prime route or as 
19 | considered as an alternative, or even discussed is 
x0 | not likely to be suggested to you, I would assume. 
21 | : A Well, I don't know, 
oe | I guess, certainlylas I understand it, any participant 
sae) in these public hearings certainly has the opportunity 
24 4 to suggest, as I understand it, any routing that 
25 | they might suggest and the reasons for suggesting it 
26 | and why they think it would be better than what 
27 | we have selected and if so and if they demonstrated 
2g | that to-be.so:'to the satisfaction of some board, 
29 | why that might well become the route if it were a 
30 | peactical route, but -- 

| 
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A Q Well, you would 

2 | agree with me, I think that there are constraints 

° on that too, because the applicant, I would assume, 
4 | could.sayed"Ledon't4want to build) it thereg,sit is 

5 toondethaculLt onout eis toogqcostly,..” 

6 | A Certainly I think 

7 | the applicant always has the, you know, if it 

8 | gustateltythatent jwasnstrancattractive project 

9 | or was impractical from the standpant of a 

10 | sound method of getting ms to the market that it 
11 could ijust-withdnaw;.say it wasn't prepared to 

12! build that. | 

13) Q Now, the reason I 
14] brang «this sup is becausecthe .one example we were 
15 given by Mr. Dau of a consideration on ecological 
16 | grounds which arose in consulations’ in which 

17} he was involved, and I believe it goes back to 

18} the April '73 time period, was a discussion 

19 | of whether the pipeline should cross the Peel 
a | Plateau, which as I understand it, is an important 
21 | trapping area and at that time the interests, 

ae | according to Mr. Dau, were balanced and the balance 
23. came out in favour of crossing the Peel Plateau 
24 rather than going a&round it. -So, I\am assuming 

25 | that at some point or other the applicant must 

26 | make that decision on its own,prior to presenting 
27 | it to this hearing ot to any other hearing. 

231 A Yes, we have had to make 
29 | many of those judgments. 

|| 
30 | Q Andawhat .sort .of+--iyou 
a 
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haven't been able to tell me, and I can understand 
that until you get your studies done, at what point 
you would consider not applying for cross-delta 
as opposed to the prime route, what sort of 
things do you look for in deciding this, how 
dosvyounquantatyi it, because|itseappeass from 
the evidence of Mr. Dau and others that you 
do balance these interests even though there 
may be great difficulties in doing so. 

A fe is nothing 
that is, you know, really, I don'’t;believe I,could 
atteMptnco exploineitylateis justpreally, ine the 
faneaidganadysis,havang Wastenedato,allsathe factors, 
you exercise judgment and really you can't add 


up all the -- you can't really define something | 





such as environment in terms of dollars and cents, 
economic terms, you really just have to | 
exercise good judgment and of course that is what 
this Inquiry and others that we are going to be 
heard before -- are going to have to do, they are 
going to have to -- having listened to all the 
evidence -- exercise that judgment as well. We 
have put forth our best judgment. 
Q Alleviaht, Mi, 
HOrte, let's go back, though to this Peel plateau 
example, because I think that is where you and 
I have not come to the same conclusion in that 
it appears to me that there has been in that 
decision a measuring up of environmental considerations 


against dollars and cents and perhaps against technical 
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1 considerations in which the environmental considerations 
“s have been turned down in favour of crossing the 
3 | Peel plateau, would that be a fair atatement? 
4 | A I would certainly have 
5 | to have more information on that particular 
6 judgment, that judgment call, so -- 
7 | Q All right, I am Rondar ee 
8 | 33 
9 | A =-— lL amesorry Loam 
very 
10 | not\ responsive to your question. 
Ts Q Al right. 1am 
12] wondering, Mr. Commissioner, it appears as though 
13 | Werwi ll have. Horte back after a break of a 
14 period of time and that might be the sort of thing 
15) that Arctic Gas would be willing to undertake to | 
16 find out so we could perhaps have laid opan to the i 
17 | Inquiry just how one of these decisions is made | 
18 | Prior to its becoming part of an application. 
19 | A You know, I really questijon 
20 | how much help that would be. We-presented all 
21 the evidence we can in these various areas. We 
22 have stated why we have done certain things. Then 
23 somebody else has to look at the same information, 
24] decide whether in fact balancing all the things, that 
25 | our judgment was sound,or that something else 
26 | Should be done, and it is no: easy task; but to 
ad 


! try and set down for somebody in specifics that | 
23 | you can add up this and add up thatfand then you 


e9 | can, you know, just weigh the one aginst the other 





end “quantify it on some bacis, I don't think is Borst 








| 




















"ms f ¥xr0e mis Lj A 3 ee — ee . 7 

. Aoisaep xwoy oF svienogass lt Pore 

1 ms I .tipie LA Q rr he eS | 
(pucis 26 saneqqs 2f , 160 teelmno? .aM\,pntrsbaow icae 
© to Abe td a xoute load edz08 vtheved Liew ow VOL. 

otidd 20 S402 oft o¢ tipi cade bas lomts Oo Bobseg er 

o2 sistuehew oF palifin od bluow se0 chtowA Gane ef 

ard oF naqe Biel ovedt egenzeq blo2 eW oy Io batt yt |e 

phan at miokeinod sae? 20 eno wor Seubsyziupat a! 
tolteoliqgn as to S1isq vainoned-a2l od wokxg ee 

Noi Ieerp ¥ilseu DT gworndwoy A a jet 
tla betaseeig OW .ed bisow dads a@terk ao ue wou! ios: 
ow .26exs atGksay S2aed7 ab nso ew gohsbive edt, |4s 
- teed epakde nkettes * einob ove ow yw bezste eved 
,moivseorrota:z onse ale te Xool od asd eele Ybodemoe 
joa epnkid oct? Le pakonsied tost al xervedw abkoeb 
oats paiddsuce ee 
a alas cr pane! 


secs scitiogge — o, 















NEE West RePOR TING 1S. 


fest Ne 5869 
BURNABY 2, 8 Wells IetereeS 


Cross-Exam by Bayly 


aL YOu have to look at all of the factors and 


ho 


exercise what is reasonable judgment and you know, 








3 | it depends on the degree, if the impacts are minor, 
4 even though one is slightly more than the other, 

5 | is that, you know, is that a deciding factor or 

6 | is it a major environmental thing! These are the 
7) kind of ingredients that go into that overall 

3. judgment, but they are very, very hard 


to quantify. 
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Q , Mr. Commissioner, 
2! E_AGansappreckatestheedifficultyeMry-Horte is having, 
3 and that Arctic Gas has had= Burmthéldifficulty that 
4 I am having is that when confronted. with a decision 
5 made by Arctic Gas to make an application and to say, 
e cross something like the Peel Plateau, we do not 
7 have the advantage of knowing that there was -- what 
8 the other alternative was in terms of,'say the wreasons 
9 for not choosing it,unless we do get some idea of 
10 how that decision was made. If it was purely a 
1 Question of shorter pipe, TUEthinkiwé ishouLdvknow. that. 
42 If it's a question of it being very bad to build a 
13 | pipeline off the Peel Plateau for some physical or 
14) environmental reason; if that were considered I think 
15 | we should know that. It's because the applicant is : 
16 the one that has done all the testing that we must | 
17 | look to it to see why it made decisions of choice which 
18 May have been to balance against environmental con- 
19 Siderations because of something else. And in eeitalans 
20 like that Peel River Plateau crossing, we just don't 
21 know, and I ,.submit that we need that sort of input in 
ae order to evaluate Arctic Gas' application. Otherwise 
= the other participants are put in the position of 
= perhaps having to go out and do independent testing 
2B of the areas that they feel are ecologically sensitive 
26 | and the areas adjacent to them to see if a facility | 
a would be better located somewhere else. | 
“53 Wirealizei wel) be getting 
“2 into some of this perhaps in the alternate routing 
es section in Whitehorse, but I would submit that this 





ota? : : etd oi sonoe 


~asnoigeimio. «tM Qo ai ‘ahs 
~mnlvedl ti ostOs . aM yoleoh8seb ody ets foetggs nso -T 
sei voeluvrt?ib add svi “bed asi Reo oijorA dads Bris 
ioleLoesb s atiw “bastacttpon osenw tent el poived me TF 
Yst od bith colesukiqgs as sign oft e69 olsnsA ye eben 
“1 6b ow een kI feet sid el pagiivetos e&orS 
iiviy «~ Saw otedy Jedd @abwoud To: eontasvbs oAfd even 
Goaseat saa yea 20 emto7 1, Sew ovitsmiesls xeito eft 
@ sabi amor soy ob sw eeeleu JL pnigoons ton 102 
e Vieztug eow 21%) ebsam gnaw iouieioeb st6n3 worl 
i? woos bigede ew. wnat’ LT \eqigq tetuode to nolageyp 
joi kesed es bec yuev baled 9. Jo aoltesep 6 e'ot 22 


f lepbevdg anne rol weeselt leet oft 220 snitegtg 


» ems ote, herteblena® axrew ted? Di (acese1 Letnomdiozivas 
oivdves es sevnosd 2' oT jsdy word Bbiluodea ow 


tenet Ww dads poitess awit tls eoob ead Jads sno 6n2 
sotorto to adokeloeb obam +t) yriw see OF Bf 02 Aoos 
~rop, Lsdesmoetivae tecioes sonnisd Of need Sysn yen 


pnolekood oi of .9elo paidsones to seusosd anaksszeble 


cb Suu ewntesorp nbstveld sevil Jeet sada oAEL 

if wen bo yoo2 tert been ow tecdd tindve, I Bas , wont 
ssiwsorts0O .nGideoliogs ‘asc o1999A sdseulevea,oo tehsz0 
q7tcleny 249 ai sug ox exnsqioitise gedjo sns 
pistes) Joebnecsbas ob bas Jeo of OF pnived agsnzed 


svittanaa vileospolooe oss Leet yerd gad esets eft 20 
yoiSiosi 2 7h sen of mod’ oF Pres the wsexs ond bns 
.eele sitentwemoe Sevacol tedted ed Bloow 

piitesp od Dl'ew esitleat 1 
ertiswes etentetis ed? ai eqecdteq eldd Jo smoa ognl 


ead? ‘set timdwe bleow I stud ,stsodadidW ab doltose | 














ALLWEST REPORTING LTD. 5871 
BURNABY 2, B.C. 
Velic HOLte 
Cross-Exam by Bayly 
1 would*be aeehing*thateyou Shotild*®rule onj<sir,“rather 
Z| than something between me and Mr. Horte. | 
3 | THE COMMISSIONER: Yes. You're 
4 saying that you want to know whether consideration was | 
>| GiVeEneto any Ocher xouting  inethis specifitcPainstance, 
6 what the alternate or alternates were, what factors 
7 were weighed, and the reasons why those in favor of 
| 
8 the route adopted were regarded as outweighing the 
9 others. That's where we're at, is it? 
10 MR. BAYLY: Yes, sir. 
11 THE COMMISSIONER: Well, that 
12 sounds reasonable, Mr. Genest. What do you say? 
13 | MR. GENEST: Well, sir, I | 
14 think on a specific basis like Mr. Bayly has put it, 
15 | it@havesiess difficulty thanewith the’ general concept, | 
16 the difficulties of which were explained by Mr. Horte. 
17 I think perhaps we can be of assistance on -- on 
18 matters like the Peel Plateau. 
19 MR. BAYLY: Well, I would 
20 Suggest that I'd be content with that, Mr. Commissioner|. 
21 I picked that because it's a specific example that 
22 was discussed in the examination of Mr. Dau, and I 
ES would like that, quite frankly, before we have to 
en evaluate the cross-delta as opposed to the prime 
ua houres because it "Ss only@on'that Kind of. basis that 
26 | we can, I submit, discuss the factors that went into 
al Arctic Gas's choice. 
THE *COMMISSIONER:* Yes’. 
"4 MRIESCOTT :) Mr. «Commissioner, 
__30] may I intervene in this debate, because one of the 
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“ requests that I was going to make was that at a con- 

- venient time Mr. Horte should let us know the material 
3 that his people had before him, for example -- and 

4 this was the example we had in mind -- when they 

2 selected the route adjacent to Fort Good Hope, that 

6 was our example, just again so that we could see the 

7| inputs that were -- and I think it's the same request 

8 that Mr. Bayly hasto make-- the inputs that were avail- | 
9 able at the time the decision was made and could help 

10 | therefore in judging the manner in which the tradeoffs 
| which led to the ultimate selection were approached and 
12 | achieved. The importance of that, it seems to me, is 

13 not simply to provide examples to help Mr. Bayly and 
14) myself, but because notwithstanding Mr. Horte's generous . 
15 | response today, and throughout, which has been to 

16 | listen to everything that is said and to see if the 
17 | plan could be evaluated, in my respectful submission 
18) that is not the responsibility of the applicant under 
19 | the guidelines, and perhaps this was what our friend, 
20 Mr. Templeton, now returned to Winnipeg, meant when he 
21 was talking about burden of proof. The guidelines, 

2 you see, on page 3, require that the applicant must 

23 document the research conducted and submit a compre- 
hensive report, assessing the expected affects of the 
ead project upon the en_vironment. The amplification of 

mh this guideline presented below registers some 

| current environmental concerns of government, it is 

eH intended to indicate to the potential applicant some 

ee of the major topics that should be included in such an 

ed | environmental assessment, and it goes on, and it seemstg me 
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réspectrully*that 7tPeall*’the’participants*raised no 


objection, and Gommission counsel asked no questions, 





it would still be the responsibility of the applicant 
on environmental and socio-economic matters to 
illustrate to the Inquiry the principles upon which it 
has proceeded in, for example, selecting its route, 
and the modes by which it has selected this route or 
this place to Greg fiver rather than that one. 

Now obviously one doesn't want 
too much detail, but respectfully in terms of the 
socio-economic considerations and the way they have 
inter-played, we have received next to nothing. I 


think in other words Mr. Bayly's request and mine 


will be helpful but there is a general question deal- 





ing with the burden on the applicant that doesn't have | 
to be approached today, perhaps, it being Friday, but 
which will have to be approached before we get very 
much further in this case. 

THE COMMISSIONER: Yes. What 
was the page of the pipeline guidelines that you were 
reading from? 

MRS esCOTT: Nites ‘thersecond 
1972 guidelines which quotes from the 1970 guidelines, 
beginning at page 13, insofar as it deals with 
environmental guidelines, and I think as I read them, 
and I think we can all agree now that they are not the 
easiest document in the world to read, but they do 
seem to impose on the applicant the obligation to 


present a rationalization in some detail of its choice 





of other matters, but also of routes in terms of 
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environmental and socio-economic considerations, and 





While it iscomforting and a valuable assurance to have 
Mr. Horte say, "Well, we've done the best we can and 
we're here to listen and we'll respond in due course, 
Or WaeklLerecvond ivles) practical," I wonder if that 
really is what the guidelines require of the applicant. 

THE COMMISSIONER: Well, what 
passage on page 13? 

MR. SCOTT: Really the whole 
paragraph, beginning at the top. 

THE COMMISSIONER: Oh, I see. 
Well, what is the section of the route that you're 
interested in, can you describe it more specifically 


than Fort Good Hope, or is that good enough? 





MRE OCOLT:. Well, my concern 
is not environmental, because as I understood the 
evidence of Mr. Dau, he and his group made the environ- 

| 
mental determinations and recommended them to Arctic 
Gas, and as I read that evidence, he says tha Arctic 
Gas accepted them all without exception. So I take 
Po Ehat I'm satisfied so far as the environmental 
considerations are concerned, that we have spoken 
to the man who made the decisions. But when it comes 
to socio-economic, we really have only the most 
general statement of what the principles were, and I 
thought it might be helpful if we could take a specific 
section of the route at some point in time, it doesn't 
have to be today, and decide what input there was 


at that place, as an example, and Fort Good Hope 


struck me as an interesting place and there, for 
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example, the pipeline passes through the Territorial 
limits of the community, that is it's relatively 
close -- 

THE COMMISSIONER: That is 
thescity sami te. 

MRs SCOTTsathercity Limits, 
yeco,gand it's therefore,an.interesting example. That | 


presumably would be a factor that the applicant had 





to weigh, it would be interesting to know how -- 

THE COMMISSIONER: Oh, I See, 
yes, yes. Well, couldn't you take those two 
specific stretches, one in an environmental sense, 
ietakcuit Ghaththatwwas, Mc. i Bayly is-concern+uand one 
in a social and economic sense, and tell us whether any 
alternate route or routes were considered in each | 
instance, and if they were not considered at all, I 
Suppose that's the end of the matter; if they were, 
why were they rejected in favor of the route adopted? 

MR. GENEST: Well, Mr. 
Commissioner, my respectful submission is that this 
eloquent philosophical dissertation by Mr. Scott eee 
on an agreement between Mr. Bayly and I is entirely 
premature. We have phasing in these hearings. We are 
going to have a panel of environmental advisors to 
whom questions about standards and the degree of 
judgment, the degree of acceptability in their opinion 
can be addressed, they can be cross-examined to death 
On it. We have panels of socio-economic witnesses who 
are coming in later phases to whom questions in 


their field of a similar kind can be addressed, and 
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it's only then, in my respectful submission, that 
the’ kind Gf jndgqment’ that Mrr Scott “says *that “the 
guidelines require you to make, require him to argue 
about; Gan’ be made. I should say that TI don't agree 
with his wide interpretation of the guidelines, I 
think that we have done what they require us to do, 
and we will do what they require us to do as these 
hearings progress. We're only in the first phase. We 
Weel provide, mn ene =Language, ot “the guideline: 
"all background data on which our environmental 
assessment is based," 
we will provide our environmental asseasments, our 


witnesses can be cross-examined as to the standards | 





theyfised in coming to that assessment. There will be | 


Opportunity for those who, challenge it to present | 


evidence that it was improperly reached, or they failed, 


! 
| 


£O take account of a number of matters. L do submit, 
sr, that this exercise Mr. Scotthas indulged Wiehe ae 
premature at this stage. 

Now, as far as the Peel 
Plateau is Concerned, Mr. Bayly and I are agreed, I 
think I can get him that information. 


MR. BAYLY: I was wondering 





about that. I thought maybe the agreement was about 
to be withdrawn. 

MR. SCOTT: Well, Mr. Commis- 
sioner, © raise it now rather than raising it tomorrow 
because the same issue is at stake, and can I make 
one effort to make myself clear? What I am concerned 


with at this stage of the hearing is not socio-economic 
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effects on people and so on which will be Phase 4. 
t_am.concern ed with route selection, which is clearly 
a matter within Phase l. Now when we dealt with the 
environmental advisors, in the first panel Mr. Dau 
Said, "We were charged with getting the input in 
environmental matters, and where there were conflicts, 
making a determination and recommending it to Arctic 
Gas," and you will recall that both Mr. Bayly and myself 


and the other counsel probed at length as to how those 


trade-offs were made in environmental matters. 
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Vou. Horte 
Cross-Exam by Bayly 


Whether one is satisfied 
or not with his answers, we have Mr. Dau's account 
of how he, the decider, attempted to make the 
trade-offs. Now, it seems to me, if I recall his 
evidence, he made it clear that he did not perform 
the same function with respect to socio-economic 
input. He told us that those consultants were 
hired by Arctic <Gas and any changes that were 
made as a result of their advice were not made 
by him. 

Now, I understood that Mr. 
Horte, representing Arcitc Gas, would be able to 
say, yes, my company made the trade-offs in socio- 
economic routing questions and here is how we did it. 
We established eight policies of general application 
and we weighed them this way, if we could,or that 
way if we could.” Now, all I am asking is that 
we should take an example, if we can and see how 
that works to judge, if in fact, what input there 
was and how it was measured. and how the ultimate 
determination was made by the applicant. 

THE COMMISSIONER: Well, 
it is a matter that I must say at thenoment I am 
inclined to Mr. Scott's side of the argument, but 
we are getting near the time of adjournment and it 
might be possible for Mr. Genest and you to sort this 
OMt over night, Mr. Scott. 

MR. GENEST: It's going 
to cost me again. 


THE COMMISSIONER: It is not 
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if going to happen this afternoon anyway, so maybe 

2| you gentlemen wouldn't mind getting together 

3 | andusecings  Eyyougcan tt reach common ground. iI 

4 don't think it is that big of a -- well, maybe 

5 LEWLS CauDigepOints 

6 | Wellymateany rate, Mr. 

a Bayly, you and Mr. Genest are still getting along 

5 | and where are you now? 

9 ! MR. BAYLY:..I amystill on 
10 | page one, Mr. Commissioner. 

11] THE COMMIBSIONER: All 

12 | GLghets 

13 Mae PAYLYei= loam getting 

14 | along, air. Ceonmissionersyeieam in.yourn “hands. I 

{I 

154 have quite a lot more, I am prepared to go..on this 
16 | afternoon. I am prepared to wait until tomorrow, 
ey whichever you wish. 
18 THEVCOMMISSIONER: Well, 
19 | maybe we should -- 
20 | . MERaOBAYLY +, jWe! appear to 
2) have arrived at that stage that we arrive at at the 
22 | end of the day in some ways. 
| Tait eCOMMESSTONE Rt es%es , —=Vyou 
= looked at your watch, Mr. Genest, does that mean 
25 | that you think that -- 
26 | MR. GENEST;: No, actually, 
a5 | I was thinking that Mr. Horte looks to be in splendid 
23) Shape and I think that he could take a little more. 
29 | I do that without consultation. 


30] THE COMMISSIONER: I am sure 
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a he can -- 
2 | MR. BAYLY: Perhaps we 
a should Took at) you; Sir. 
4 | THE COMMISSIONER: I know | 
5 thatwyou ~allvthink that this is the easiest. job 
6 | just sitting here listening and -- | 
7 | MR. GENEST: We don't, sir. 
S| THE COMMISSIONER: I think 
a that I have had enough. And in any event we 
10 | will adjourn until mane tomorrow, but I Have 
11] been asked by Diana Crosbie of the Inquiry staff 
a to make an announcement. Miss Crosbie is head of 
v3 the Inquiry film society, it was she, you will 
} 
14] recollect, who brought you the story of the 
ee Canol pipeiine last month, and in fifteen minutes 
16 | she will be showing here in the Inquiry hearing 
17 room the film called building in the north. It is 
ia the film that Dr. Legget ., who gave evidence on 
19 | the overview referred to and it related to constructio 
20 | in the north and probiems encountered with permafrost 
el! so that is a convenient way with carrying on with 
22 our work in a less rigo rous FOLM sands bethany that 
23 Wal Satisfy bothyMrs jhorte: and you, Mr. Genest, 
24 | so 9 o'clock in the morning. 
25 | (PROCEEDINGS ADJOURNED TO MAY 24, 1975.) 
26 | 
| 
ee 
el 
ore 
29 
30, 
i} | \ 
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